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From Peace to 


For those who measure economic progress in terms of 
a mising standard of living, who wish to see human in- 
genuity applied to the improvement of the lot of the poor, 
the past year has been full of disappointments, and the 
that can be said for it is that the worst fears have 
not come true. 
_ Instead of the application of the fruits of science to the 
improvement of human well-being, the past year has wit- 
nessed a further transference of economic resources from 
Peace-time to military uses. Indeed, country after country 
has been caught in the maelstrom of a mad and hectic 
armaments race, the end of which is not yet in sight. Peace- 
ume standards of commerce and trade have been thrown 
overboard and military efficiency has taken the place of 
material well-being as the criterion of progress. 

A year ago the title of this introduction was “ A Check 
to Recovery.” Commercial activity in most parts of the 
world was then declining after a long period of recovery in 
most countries of the world. The rising tide of unemploy- 
ment of men and machinery was indeed checked by the 
middle of last year, before the world was again engulfed 
in a serious slump. In the United States recovery made 
rapid headway from the spring to the end of the year, and, 
by slowing down the fall in the prices of primary products, 
the growing demand for these materials across the Atlantic 
Prevented a further serious impoverishment of the raw 
material producing countries. 

But while recovery in the United States probably did 


War Economy 


much to prevent the world from sinking into the depth of 
depression, the growth of expenditure on armaments was a 
no less potent factor in maintaining activity. If the guns 
produced in 1938 are prevented from going off, the arma- 
ments race will have taught the world one important 
lesson which economists have long preached in vain—the 
fact that government expenditure can influence the course 
of the trade cycle. 

The recession in progress at the beginning of 1937 has 
thus been checked in most countries in the course of the 
year. In the United States public spending on a large scale 
made the wheels of commerce turn faster; in the United 
Kingdom and many other European countries deteriora- 
tion was also checked by increased public spending, but . 
on guns instead of on butter. By the end of the year 
Germany could boast the complete elimination of unem- 
ployment, but how many of those in employment were 
engaged in ministering to human wants? In France there 
were at least signs of improvement towards the end of the 
year, but so far the increase in production has been con- 
centrated mainly on the armament industries. 

In view of the piling up of armaments, it is difficult to 
view the future with any confidence. The only encouraging 
feature is the fact that the balance of forces is gradually 
becoming less as a result of the awakening of the 
democracies, Britain, France and the United States. But 
it would be hazardous to predict what the year 1939 has 
in store for the world. 
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United Kingdom 


INDUSTRY AND TRADE 


THE year 1938 opened with Britain and the world in the 
midst of recession, which brought The Economist index of 
British Business Activity down from 1134 (1935 = 100) in 
September, 1937, to 102 in May, 1938. The downward 
movement in activity was even more rapid than in 1929-30, 
partly because of the accumulation of heavy stocks of 
semi-finished and finished goods in 1937, which forced 
many industries to curtail their output below the level of 
current consumption. The recession was short and sharp, 
for in the early summer there were signs that its force 
had been broken, before it had developed into a serious 
slump, and when the general level of business activity 
still exceeded that of the pre-depression year of 1929. 
There was a slight but fairly widespread improvement in 
the autumn, but towards the end of the year the direction 
of the business curve was again slightly downwards, and 
by December The Economist index of Business Activity 
had fallen to 1004. At the end of the year the general out- 
look seemed to point to a further but slow decline in busi- 
ness activity rather than to another rapid fall such as 
occurred in the early months of 1938. The main trends in 
British business activity since 1929 are indicated in the 
table below: — 


PRODUCTION AND BUSINESS 


Indices of production— 1929 1932 1937 1938 
London and Cambridge Economic Service 
Ge SU OD .2..6schpbeikadeebdbincivescouss>tocse 110-6 84-9 124-0 109-5 
Board of Trade (1930 = 100) ..................00. 108-5 90-5 132-8 Tt 
Output of— 
NIN oii seis csscistneesennassoviiinn 258 209 241 228 
ee Ss, Cait ccictccchovescevenencononc 7-6 3-6 8-5 6-7 
I a al 9-6 5-3 12-9 10-4 
Rayon yarn and waste (Mn.Ib.) ............... 56-9 72-5 154-8 140-3 
Electricity by Authorised Undertakings (Mn. 
RN SIE tsiddsecagtnnsdahinncbinlianinsestiineenennpesl 10,294 12,241 22,902 24,376 
Shipbuilding : tonnage commenced (‘009 tons) 1,650 72 ~=1,057 505 
Private motor cars (number) (a)................... 182,352 171,243 389,633 342,390 


} -onccnvocsnanononnesocsosnesecsectootsennocse 98-8 95-9 101g: 106} 


Employment, all trades. snennceuanabbascbcdanbiidiens 98-5 90 111-0 110 
SIE edcncihtencensetensnceesecttiveinil 103 90 109-5 102-5* 
Electricity consumption ................c.cssseeees 68 71-5 126-5 131-5 
Merchandise on railways ...............0<s00ss00ees 127 86 113 95* 
Commercial motors in USE ..........-.0000ec0eeee 76 86 111 114-5* 
DINU 5 cuisccinndshiniaonsenbbonssaulieinunnies 95 94-5 106-5 110 
SON COUT onic thnckindi titccdindieoditckees 60 57 98-5 90 
Iron and steel consumption ............c.c00c00+ 97 59-5 142 112 
III on inca csrscccnneseehapmanannes ill o4 116 89* 
Imports of raw materials ....................ccs000 98-5 84 121 106 -5* 
Exports of manufactures ..............0..ccce00ee0e 137-5 82 112 98* 
Movement of shipping ..................cccsseceeeee 108-5 94-5 109 105 
Provincial bank clearingS.....................s0.00+s 91 86-5 105 101* 
London bank clearings .................c0.c0ceseeees 109 86-5 101-5 95° 
QR BOO aitiinistniercctsrececsceiersitidiniiiiaies 98-5 84 112 104-5* 


* Provisional. + For the first nine months of 1938 the figure was 123-4, as 


compared with 131-6 in the corres iod of 1937. ¢ Third c 
(a) Year ended September 30th. panting 9 ; quarter of 1938 


Industrial relations were not marred by any serious con- 
flicts last year, and the number of working days lost 
through disputes was smaller than in any year since 1934. 
Despite the decline in business activity, employment 
showed remarkable stability, and the estimated number of 
insured persons aged sixteen to sixty-four in employment 
in Great Britain in December was actually slightly higher 
than a year earlier, when the weather on the day of the 
count was unfavourable to outdoor work. Weekly wage 


rates, as measured by the Ministry of Labour’s index, con-_ 


tinued to rise until the second quarter of 1938, when the 
upward trend came to a halt. 

So far as individual branches of activity are concerned, 
the past year witnessed a sharp setback in the textile and 
other mainly exporting industries; the volume of domestic 
exports was 11 per cent. lower last year than in 1937. 
There was also some decline in house building and in 
other industries supplying the home market, and the iron 
and steel industry experienced a severe slump, the after- 
math of the hectic activity in 1937 when supplies appre- 
ciably exceeded consumption. But the decline in exports 
and in commercial investment at home was accompanied 
by a further substantial increase in defence expenditure. 


Agriculture 


THE contrasts of weather in 1938 provided exceptionally 
severe conditions for the home farmer. A long spri 
drought kept the pastures bare until June, and reduced the 
total yield of hay by more than a third compared with 
1937. Corn crops did well, however, and yields per acre of 
barley and wheat were the highest since the present records 
were begun in 1885. The mild weather which accompanied 
the drought gave promise of a good fruit year, but April 
brought sharp night frosts. Exceptionally heavy rainfall in 
the autumn severely reduced the sugar content of the sugar 
beet crop; but the mild weather which lasted until Chris. 
mas somewhat compensated the livestock farmer for the 
shortage of hay. 

The acreage under all arable crops, with the exception 
of turnips and swedes, was larger in 1938 than in 1937; 
the increase was most marked in the cases of barley and 
potatoes. There was again a slight fall of less than 1 per 
cent. in the number of dairy cows, while the number of 
other cattle continue to rise slowly, in spite of lower 
prices in the beef trade. There was another sharp in- 
increase of 10 per cent. in the number of ewes kept for 
breeding, and marketings of sheep and lambs at representa- 
tive British markets were 11 per cent. larger in 1938 than 
in 1937; as a consequence, prices of British lamb and 
mutton fell continuously from the end of 1937 and sheep 
breeders and feeders had a very poor year. The June re- 
turns also revealed a decline of 2 per cent. in the number 
of pigs, and of 1 per cent. in the number of poultry. The 
most serious feature of these returns was the decline com- 
pared with the previous year of 6 per cent. in the number 
of agricultural workers in Great Britain. In the last ten 
years the number of agricultural workers in Great Britain 
has fallen by 195,600, or by 22 per cent. 

The general fall in wholesale prices since the autumn of 
1937 was reflected in a somewhat smaller fall in British 
agricultural prices. Prices of potatoes, barley and sheep 
declined sharply, and those of other cereals fell also to the 
advantage of the livestock farmers; growers of wheat wert 
protected by the operations of the wheat quota. Wholesale 
milk prices were raised by 4d. per gallon in July, and this 
increase was consolidated in the contracts negotiated for 
1938-39. 

The long-promised Milk Bill was published in the 
autumn of 1938, providing for the setting up of an inde- 
pendent Milk Commission, pasteurisation at the option of 
local authorities, and for not more than ten experiments 
the rationalisation of milk rounds. Mild though these pro- 
posals were, the Bill was shortly withdrawn for further 
consideration in deference to pressure from farming 
interests. After a lapse of two years the revised system 0 
bacon contracts came into force in December, 1938; the 
new Act provided the pig feeder with a price based only 
on the cost of feeding stuffs, irrespective of the fluctuations 
in the price of bacon. In spite of this inducement, the Pigs 
Marketing Board obtained contracts for only 1.4 ee 
pigs for 1939. The slump in barley and sheep prices 
the Government to double the barley and oats subsidy 
to place under the control of the Empire Beef Council te 
imports of lamb and mutton from January, 1939. At 
close of 1938 it was announced that the Government a 
undertaking a review of the whole of their agricultura 


policy. 


Overseas Trade 


THE fall in business activity in the latter months of - 
and the early months of 1938, both in the United Ss 
dom and in the United States, was bound to as of 
decline in British overseas trade from the high leve 
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1937. In view of the large stocks of raw materials accumu- 
lated in the boom of 1937 and of the subsequent fall in 


prices of many raw materials, the fall of 10 per cent. 


between 1937 and 1938 in the value of British imports and 
exports is smaller than might have been expected. As the 
table below shows the greater absolute fall in imports 
brought a reduction in the import surplus: — 


BRITISH OVERSEAS TRADE 

















(£000,000) 
oo 

; British Re- Total Import 
Year Imports Exports | exports Exports Teuton 
1,220°8 729°3 | 109-7 839-0 381-8 
1,044°8 570°6 87-0 657°5 387-3 
861-3 390-6 63°9 454°5 404°8 
701-7 365-0 51-0 416-0 285°7 
675-0 367°9 49-1 417-0 | 258-0 
731-4 395-9 51-2 447-1 | 284-3 
756-0 425-8 55-3 481-1 275°9 
847°8 440-6 60-8 501-4 | 346-4 
1,027°8 5214 75-1 596: 5 431-3 
1088 ...ccescorcoscoccoeveese 920°4 470-9 61-6 $32°5 3387°9 

Per cent. change, 1937- | 
sreahalinamide -10-4 | — 9-7 | ~18-0 | —10-7 | 10-3 





In fact, the decline in business activity and in the value 
of British overseas trade was checked in the summer of 
1938, and for the latter half of the year the value of both 
imports and exports was comparatively stable, except for 
a resumption of the downward movement in December. 

The next table gives the value of British imports and 
exports by the three main classes: — 


(£000,000) 


| 1929 


| 1932 | 1937 | 1938 





Oe Oe OS Re- | wn | 
tained | tained| British) tained |British 
m- | ~*~ | Im- ~ ey. | Im- i, a eA 
ports ports ports ports | ports | ports | ports ports 
| | ] | | | 
Food, drink and tobacco | 509-5) 55-7} 357°7| 31-5) 417-8) 38-8) 419-11 35-9 
Raw materials and ar- 
ticles mainly unmanu- | ' 
factured sbelinsshieennsun 285°3) 78-9 141-0 43-6) 278-4) 64-6, 217-3, 56-9 
Articles wholly or | 
mainly manufactured mee 573-8) 146-0 276-4) 250°§ 


Re- joo: 
tained) British 














404-7) 215-5) 365-4 
{ 1 





The value of imported food has altered little in the last 
two years; the value of imported raw materials declined 
by £60 millions, due very largely to the depression in the 
textile trades and to the curtailment of iron and steel 
imports. The fall in exports, though fairly general, was 
concentrated on textiles, iron and steel and non-ferrous 
metals, as is shown in the table below: — 


BRITISH EXPORTS 


—_—_—_ 





Item and Measure | 1929 | 1932 | 1937 | 1938 


ne 


Coal, Iron and Steel Products 
Oe vinsnticiteinasaienaiaiiccieicescesn "000 tons 





60,267 42,750 40,338 35,861 





Iron and steel scrap .........00+0 000 tons 424 107 234 186 
Pig iron and ferro-alloys ....... *000 tons 545 128 167 101 
Railway materials ............... 000 tons 610 106 208 158 
Total iron & steel manufactrs. ’000 tons | 4,380 1,979 2,574 1,918 
Textile machinery .............+- 000 tons 127 63 73 71 
Total machinery ..............+-. ’000 tons 562 302 438 460 
motives and parts .......+..++. tons | 40,316 3,154 7,550 8,376 
Motor vehicles and chassis .......... No. | 26,527 29,194 | 105,658 | 89,668 
Co Textile Goods 
— FOND ccietavesécevicseveus 000 Ib. | 166,638 | 141,663 | 159,028 | 122,933 
wn Piece-goods ......... mill. sq. yds. | 3,672 2,198 1,921 1,386 
wee BED sa Web serdncninacesdbccceh *000 Ib. | 32,737 42,754 40,180 32,458 
Sollen and worsted yarns ...... "000 Ib. | 46,696 | 38,025 | 32,323 27,793 
oollen ONES. .0cnenessiense¥ mill. sq. yds. 1 54 80 59 
‘Orsted tissues ............ mill. sq. yds. | 47 28 43 32 
Piece-goods ......... mill. sq. yds. | 72 66 83 52 
Leather boots and shoes '000 doz. pairs 1,006 640 394 375 
aper and cardboard ......... "000 ewts. | 5,047 3,870 4,390 3,529 
—. oa salle entesiiapelicosion 








The volume of coal exports declined, although the 
Value was maintained, and exports of machinery in- 
creased, due partly to the long time-lag between the 
Placing of orders in 1937 and their execution in 1938. 

¢ Board of Trade estimates of the average volume and 
value of British trade reveal that the average price of 
imports declined steadily from the third quarter of 1937 
ghout 1938, while the average price of British exports 
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increased until the first quarter of 1938 and has since 
been maintained except for a very slight decline in the 
second quarter. Consequently, 1938 brought a shift in 
Britain’s terms of trade, a reflection partly of the rising 
costs in British industry. 


Industrial Profits 


THE end of 1938 has seen the beginning of a decline in 
industrial profits, which reached their peak about the 
middle of 1938—nearly a year after the peak in business 
activity. This was to be expected, as there is a time-lag 
averaging 10-11 months between the middle of the year 
in which profits are earned and the date on which they are 
reported. The course of reported profits is shown by 
the Economist index, which is given below. The construc- 
tion of this index was explained in The Economist of 
January 14, 1939. 


CoMPANY REPORTS PUBLISHED iN CALENDAR YEARS 1928-38 


Total Profits* 
Reports 5 “ Chain 
Published in a : Index 
Calendar Year P Current Year’s| 52m — (1928 = 100 
anies, Pre- 
Reports coding Year 
{ Mn. £ Mn. 
1,709 179-6 167-6 100-0 
1,770 194-7 194-6 100-0 
1,932 197°5 198-8 99-4 - 
2,009 160-1 206-6 77-1 
1,998 143-3 175-0 63-1 
1,945 141-4 140-8 63-4 
1,975 168-8 144-8 73-9 
2,116 203-2 175-3 85°7 
2,186 239-1 212-2 96-5 
2,279 281-4 240-3 113-2 
2,389 302-7 284-4 120-7 











* After debenture interest. 


The profits of companies reported during the whole of 
1938 were something like 20 per cent. above the level 
of 1928, compared with 13 per cent. in 1937. As compared 
with 1937, profits in 1938 were about 7 per cent. higher, 
but the rise was recorded mainly by companies reporting 
in the first half of the year. In the second half, beginning 
in August, there were net declines in reported profits as 
compared with the preceding year, though these declines 
were the result of averaging widely divergent movements, 
such as increases in coal, steel and shipping earnings, and 
declines in financial, land, investment, oil, tea, rubber 
and textile earnings. The following table gives the quarterly 
changes from 1928 to date, together with the number of 
companies on which the figures are based. 


QUARTERLY CHANGES IN PRoFITS,* 1928-38 

















| lst Quarter 2nd Quarter 3rd Quarter 4th Quarter 
Profits : ae! Profits : 
Change | ,; hange hange | »,; Change 
+ of | on prev No. of 0. Of | on prev. a on prev. 

year year year 

| % % % 

Ps , 

1928 504 +152 556 + 1-3 237 + 9-7 412 + 3-1 
1929 454 + 1°5 639 — 0-7 257 — 3-0 420 + 1:4 
1930 516 + 1-9 578 + 8-6 329 — 6:4 509 —18-1 
1931 596 —10°6 619 —19°4 320 — 35-5 474 — 53-9 
1932 548 —14°3 675 —21-8 303 — 28-6 472 — 2-9 
1933 562 — 89 612 + 3-3 307 — 5:5 464 +30-3 
1934 547 + 5:3 642 +-18-2 318 + 27-7 468 +32-9 
1935 592 +14-°6 694 +17-8 345 +12-2 485 +16-9 
1936 569 +13°3 739 +10-6 | 382 | +14°3 496 +15-2 
1937 628 +11-9 765 +19°9 337 +19-2 549 + 20-2 
$105 | 805 | +12-9| 374 | — 1-4] S64 | — 4-4 


* After debenture interest. 


Our next table analyses the distribution of profits and 
the rate of return on capital for companies reporting in the 
fourth quarter, including many large concerns which make 
up their accounts on September 30th. These figures dis- 
close a continued rise in the proportion of profits put to 
reserve, which is now well over a third. 

The margin between profits earned and profits distri- 
buted is much greater to-day than it was in 1929. If it were 
part of directors’ policy, this margin so far as it consists 
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Division oF Prorits (FouRTH QUARTER COMPANIES) 
spear nau ata 











Proportion of Profits Rate of Payment on each Class 
(after deb, interest) of Capital 
Reports 
issued 
during | Paid in} Paidin | Put to Earned ? 
Fourth | Pref. Ord. Reserve | Deben- | Prefer- for Paid cn 
Quarter] Div. Div. jor Carried] ture ence Ordinary | Ordinary 
Forward om 

% % % % % /o /e 
eB icalenintsieceneiaaniaieatiemneniaiaiatiain 
1929 .. 16-0 66-0 18-0 5°29 4-7 13°56 10-6 
1930 .. 21-9 60-2 17-9 5°19 4°5 10°3 8-4 
1931 .. 43-1 76°9 |Dr.20-0 5-18 3°8 2-9 3-9 
1932 32-4 75°4 |Dr. 7°8 5°16 3°6 4-4 4°9 
1933 .. 23-4 64-3 12-3 5-04 3-2 6-2 5-2 
1934 .. 19-6 59-9 20°5 4°95 3-7 9-9 6-8 
1935 .. 19-0 55-2 25-8 4°84 4°5 11°6 7-9 
1936 .. 17-5 53-5 29-0 4°75 4-9 14-2 9-2 
1937 ... | 15°7 51-6 32-7 4°59 5°4 182 11°2 
1938 .. 13-9 48°38 37-3 4-47 5-0 18°7 10-6 








of reserves in liquid form) could be used to cushion any 
decline in dividends. In the past few months, however, 
dividend reductions corresponding with the decline in 
earnings have been the rule. 


Commodity Prices 


UNDER the influence of the recession in British and world 
economic activity the trend of commodity prices remained 
downwards during the past year. The downward move- 
ment was arrested in the early summer, mainly under the 
impact of recovery in the United States, but, after a brief 
recovery, prices continued to fall. 

As usual in recession the fall was most marked in the 
case of raw materials and least in finished goods. This 
tendency is strikingly revealed by the Board of Trade 
indices of average import and export prices. Thus, while 
the average price of our imports of raw materials fell by 
10 per cent. between the fourth quarter of 1937 and 
1938, that of exports of domestic manufactures fell by 
only 1.5 per cent. The comparative stability of the prices 
of finished goods, however, is not revealed by our own 
price index, which is based chiefly on raw materials and 
semi-manufactured goods. 

The movement of the component series of The 
Economist index is shown below, on the basis of 1927: — 


(1927 = 100) 





Date | 725] Other | Tex- | Min- | Miscel- ‘am 
Meat Foods | tiles erals | laneous ade 










96-9 | 85-8 | 92-2) 95-6} 90-5 | 92-4 


Average 1929 
1930 | 81-0) 77-2) 64-4| 83-6) 81: 


6 “6 

1931 | 68-7 | 65-3| 50-0| 73-1) 68-4} 64-9 

1932 | 68-2) 62-5 | 49-2| 72-9} 61-9| 62-6 

1933 | 64-4) 58-7) 50-9| 77-2| 65-6| 63-1 

1934 | 69-1| 59-0| 64-1 77-0 | 68-9 | 65-6 

» 1935 | 69-9| 60-6| 57-0| 79-8 | 74:8 | 68.6 
» 1936) 76-9) 61-1} 61-8| 84-6) 78-2| 72-8 
» 1937 | 90-6) 67-4) 67-9 | 103-7 | 84-0) 82-5 
» 19 79-8 | 58-7 | 54-0) 93-1 75-9 | 71-9 
End Dec. 1931} 69-0} 65-7] 52-8| 76-7| 66-2| 65-8 
» Dec. 1932} 63-1 | 60-0 | 48-6] 73-9] 61-9] 61-1 
» Dec. 1933} 64-5 | 56-7] 53-3] 77-4] 68-1 63-9 
» Dec, 1934) 69-9 | 60-2] 54-5| 75-8| 69-4| 66-1 
» Dec. 1935) 71-9} 61-7 | 61-7 | 82-3] 78-2] 71-4 
» Dec. 19. 86-4 | 65-6] 67-5 | 95-4] 81-2] 79-3 
, Dec, 1937) 90-7 | 63-0] 59-7] 93-5) 79-7 | 77-2 
, Jan. 1 90-4 | 61-4] 57-8| 94-7 | 79-3| 76-5 
» Feb. 88-7 | 60-7 | 57-3} 94-4| 78-2] 75-6 
», Mar. 87-5 | 60-1 55-5 | 93-2) 76-1 74-1 
» Apr. 85-5 | 60-2| 54-0] 92-0] 76-5| 73-3 
», May 87-3 | 58-5 | 51-2] 87-8 | 74-7 | 71-5 
», June 86-5 | 57-6 | 51-5 | 91-2] 75-2] 71-9 
» july 82-9 | 57-5 | 53-5| 93-1 75-2 | 72-0 
, Aug 76-7 | 57-5 | 53-3| 91-8 | 74-5] 70-4 
, Sept 72-4) 58-1 53-9 | 94-0 | 75-3 | 70-2 
, Oct, 69-5 | 58-2] 54-4] 96-6| 75-3] 70-0 
, Nov. 65-9 | 57-6 | 53-2] 94-9! 75-3] 68-6 
, Dec. 70-1 | 57-5 | 52-6| 94-4] 74-9] 69-2 





The Complete index fell by 10.4 cent. between 
December, 1937, and the = i cae last year. 
But the movements of the component series during that 
period were far from uniform. There was a sharp fall in 
the figure for cereals and meat, accompanied by a lesser 
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reduction in other foods, textiles and miscellaneoys 
modities, and a slight rise in the index for minerals, 

Apart from the stability of the prices of finished 
compared with those of raw materials, the feature of th. 
past year was the extent of the change in price relations. 
ships between individual raw materials and semi- 
factured goods. The prices of home-produced materia} 
fell much less than those of many imported produc 
Iron and steel prices, for example, were maintained 
boom levels throughout the year, in face of a sharp decline 
in demand. 

The next table shows the movement of the constituen; 
series of our complete index on the basis of the pre-wa 
year 1913:— 


Com- 


(1913 = 100) 
siinieiegcecnasteidihiatnatimsiiihciatistttitcl ctr a 
Date — Other | Tex- | Min- | Miscel- 4 
Meat | Foods | tiles | erals | laneous fh a 
Average, 1930 | 113-4 | 122-9 | 99-1 | 101-6 | 101-5 | 106-8 
, 1931 | 96-1| 104-1 | 77-0) 88-9] 85-3| §9.3 
we 1932 95-4 99-6 75-7 88-6 771) 86+] 
io 1933 90-1 93-5 77-6 93-9 81:7 | 86-8 
» 1934 96-7 94-0 83-2 93°6 85+7 | 90-3 
oe 1935 97-8 96-5 87-8 97-1 93-1) 94:3 
ns 1936 | 107-5 97°3 95-2 | 102-9 97+4 | 100-1 
af 1937 | 126-8 | 107-3 | 104-6 | 126-0 | 104-5 | 113-5 
ze 1938 | 111-7 93-5 83-2 | 113-2 94-4 | 98-9 
End June 1934) 95-7 93-4 81-5 93-6 86-1 | 89-7 
I oe 97-9 95-8 84-0 92-2 | 86:4] 90-9 
,, June 1935} 95-8 94-2 85-4 95-7 93-4 | 92-9 
, Dec. ,, | 100-6 98-3 95-0 | 100-1 97:3 | 98-2 
,, June 1936, 98-2 93-8 91-4 98-2 96:9 | 95-9 
a ca 120-9 | 104-5 | 103-9 | 116-0 | 101-1 | 109-1 
,, June 1937| 127-6 | 107-6 | 108-9 | 129-5 | 107-1 | 116-0 
,» Dec. ,, | 126-9 | 100-4 91-9 | 113-6 99-2 | 106-2 
», June, 1938} 121-0 91-8 79-3 | 110-9 93-6 | 98-9 
is ls ee 98-1 91-5 81-1 | 114-8 93-2 | 95-2 





The figures show that prices of raw materials and semi- 
finished products, on the average, again fell below the 
pre-war level of 1913 in the past year. With the excep- 
tion of the figure for minerals, which includes the home- 
produced materials coal and iron and steel, the constituent 
series were all lower last December than in 1913, whil 
all the series were appreciably lower than in 1929. 

In addition to the Complete index, which is based o 
raw materials and on semi-manufactured goods, 7h 
Economist also publishes indices of raw materials alone, 
both for this country and for the United States. These 
figures are shown in the next table. 


(September 18, 1931 = 100) 
Sterling Prices Dollar Prices 


1931 (Primary Products) 
ncn a ensac’ 117°1 94-4 
1932 
WE ions vu cekoreddvcoeses 109-3 76-9 
1933 
Water OF iain dicing cn cltidecevee 113-9 119-8 
1935 . 
SON Divi vowsnetdcesschscdidnayiens 123-7 15 ; 
Po 123-3 ee 
DRL ice odesksiavadencokocwesstvenss 125-6 he 
RE i e cisiinssnunniansssd’ 131-3 14 
1936 
ON a lle ial 131-2 it 
OUD aria cseadeiiies ci ctlgtbicoes: 133-9 ae 
DOW IE nsntsescspootsarsencderecsocneses 133-2 3 
IID 66 dks dndsaowaves 144-5 1 7.3 
ane eee et eee 163-9 18 
1937 
EO ac caticais dist coccecntnses 181-9 = 
BETES Girlicslaustictneesphivencsthaceos 165-9 166-3 
IIIT TEE ccassdubcsscecieccanseccecs 164-0 95-3 
December 29 ......0.....csseeceseeeuees 147-4 1 
1938 129-3 
Wa see ee 137-0 04.8 
JRO MB bois. soescirsesvesessodvaseeesi 133-2 127.0 
September 2B o.5...6000..ssccccscecesess 134-8 126-5 
I  cicisicacisnctusbsdecncoraes 132-4 


The prices of many raw materials are very — ‘ 
changes in market psychology. Both indices clear'y 
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the effect of the improvement in “ business sentiment ” in 
the summer and the recurrence of pessimism in the 
autumn, due largely to the deterioration in international 
litical relations. 
The last table shows the annual movement of the con- 
stituent series of the complete Economist index since 1931 
on the basis of 1924: — 


YEARLY AVERAGE (1924 = 100) 


1931 1932 1933 1934 1935 1936 1937 1938 
Cereals and meat 60-1 59-7 56-3 60-4 61-2 67-3 79-4 69-9 
Other foods ...... 61-2 58-6 55-0 55-3 56-8 57-3 63-2 55-1 
Gea .sccocerhees 36-6 35-9 37-2 39-5 41-7 45-2 49-7 39-5 
Minerals ......0+e+0s 61-2 61-0 64-7 64-3 66-8 70-9 86-9 77:9 
Miscellaneous ...... 64-8 58-6 62-1 65-2 70-8 74-0 79-5 71-8 


Complete index 56-1 54-0 54:5 56-7 59-2 62-9 71-3 62-1 
The Complete index for 1938 was the lowest since 1935, 





MONEY AND BANKING 


The Money Market 


THE Money Market last year varied between a continu- 
ance of the quiet conditions, with low rates, which charac- 
terised it in 1937, and short periods of stringency with 
rising rates as a result of external influences and 
the vagaries of the calendar. Last year in this survey we 
wrote that “ Interest, indeed, attached less to the efficacy 
of the machinery for maintaining cheap money than in 
the method of its operation.” In 1938 the machinery’s 
efficacy was severely tested, and the question of its ability 
to stand the strain is the outstanding consideration. It 
may be said at once that, having regard to the unusually 
grave political situation, and the big withdrawals of funds 
from London, the success achieved was remarkable. 

The year opened with low discount rates and comfort- 
able credit conditions which persisted throughout the first 
quarter. The news of the Anschluss, which had wide reper- 
cussions in the foreign exchange and stock markets, failed 
to ruffle the calm of Lombard Street, and even outside 
quarters were sufficiently supplied with funds for bond 
money to be available at § per cent. That the calm was 
partly due to official intervention, for the Bank Return 
for March 16th showed an increase in Government securi- 
tes and a rise of over £44 millions in bankers’ deposits, 
is possible, but the low rate for bond money from outside 
banks suggests that the flight of capital to New York was 
not of the extent indicated by the sharp fall in the sterling- 
dollar rate during the critical days. The first crisis of the 
year, therefore, did not provide a true measure of the 
adequacy of official tactics. 

A better test came in May when a week-end of inter- 
national tension supervened on a period of temporary 
stringency resulting from the return of capital to France 
after the publication of M. Daladier’s decrees. The latter 
factor had already caused a momentary rise in bond money 
to }-1 per cent., and the clearing banks had had to call in 
money to replénish their cash reserves, when the Central 

ropean situation suddenly took a turn for the worse. 
The fact that the crisis coincided with the week-end was 
in itself enough to prevent any serious dislocation, for by 
the time the markets reopened on the Monday the tension 
had relaxed. But the tactics of the authorities in offsetting 
the effect of the withdrawal of French funds by special 
purchases of bills probably explains why the political situa- 
tion failed to cause even a slight intensification of the 
existing conditions. 

The half-year passed without any untoward incident. 
The discount market had arranged that its payments for 
the bills allotted at the previous tender should be made 
on July 1st. This obviated any monetary discomfort on 
June 30th; but as July 1st was also a date when a call 
of £38 millions was made on the issue of the second 
instalment of the National Defence Loan, totalling £80 
millions and offered at 98, some credit stringency was 
expected. In actual fact dividend disbursements of £11 
millions reduced the sum to be found to £27 millions, 
Which presented no difficulty as the banks were by then 
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eager purchasers of bills to make up for their very 
small purchases in June. 

The severest test to which the machinery for maintain- 
ing cheap money was put came, naturally, in the Sep- 
tember crisis. The strong desire for liquidity resulted in 
a sharp contraction in the usual demand for bills, and the 
average rate at which the Treasury bills were allotted at 
the weekly tenders rose from 10s. 5.87d. per cent. on 
September 2nd to 18s. 10.75d. on the 16th, 19s. 7.07d. on 
the 23rd, and £1 5s. 1.4d. on September 30th. At the 
same time the rate for the three months’ bank draft rose 
from just over 4 per cent. in the early days of September 
to % per cent. in the middle of the month and 1# per cent. 
on September 29th, while many market houses preferred 
to obtain their bond money from the clearing banks at the 
fixed charge of 1 per cent. rather than rely upon the 
rapidly dwindling supplies of outside money. In addition 
to the reluctance to take bills, the rise in the note circula- 
tion was another factor curtailing the supplies of credit. 
The Bank of England Return for September 28th showed 
an increase of as much as £21.7 millions on the week, 
for, besides the natural desire of the public for extra cash, 
in preparation of an emergency the banks had strengthened 
their currency reserves all over the country. This liquidity 
preference, whether shown in reluctance to undertake new 
commitments or in the desire for cash, taken in conjunc- 
tion with the exodus of money to the United States, pro- 
vided the authorities with a difficult problem; but that 
they were able to prevent any serious disturbance, by 
special purchases of bills and the rapid re-investment of 
the proceeds of the Exchange Account’s gold sales, is 
shown by the reduction of only £1 million in bankers’ 
deposits at the Bank of England in the week to Sep- 
tember 28th. Moreover, once tension was eased, discount 
rates soon fell to their previous levels. 

Shortly after this the clearing banks decided not to 
accept bills of local authorities as security for money 
market loans unless they were rediscountable at the Bank 
of England. Several municipalities had taken advantage 
of the low rates for bills to raise money in that way, as it 
was considerably cheaper than an overdraft; and during the 
crisis, when outside money was scarce, they were offered 
as security to the clearing banks, who questioned their 
legality and, still more, the expediency of encouraging 
local authorities to run up floating debts. But their ruling 
was arbitrary, for it excluded paper, such as Northern 
Ireland Treasury bills, which as security was above sus- 
picion; and in December the Bank of England announced 
that, under certain conditions, it would extend its dis- 
counting facilities, hitherto limited to Glasgow, Liver- 
pool, L.C.C. and Metropolitan Water Board bills, to those 
local authorities and other public bodies which had power 
to raise money by bills under Act of Parliament. 

The final period of stringency was experienced at the 
very end of the year. In strong contrast to the previous 
year, when December 31st came without any borrowing 
by the market at the Bank of England, the market at the 
end of 1938 was forced to borrow sums estimated at as 
much as £45 millions. The chief reason for this unusually 
large borrowing was the incidence of December 31st. As 
it fell on a Saturday it meant that the market had to take 
up all the bills alloted on December 23rd before the 
year closed. Their corresponding maturities, moreover, 
were small as a result of their absention from tendering, 
and the official purchases of December bills, at the time 
of the crisis. The banks, too, were even less keen buyers 
of bills than usual, for the withdrawal of foreign funds, 
both in repatriations to France and in purchases of dollars, 
was making them more than usually anxious about the 
picture their cash position would make in their balance 
sheets. Finally, the authorities appeared to consider that 
an obviously temporary period of stringency did not merit 
the same neutralising action that had been taken on the 
previous occasions, for throughout the difficult week there 
was no evidence of any special purchases of bills. How- 
ever, the practice, initiated in 1937, of offsetting the 
Christmas expansion in the note circulation by increasing 
the fiduciary issue, was repeated, an increase of £30 
millions being announced on December 6th. 

In brief, the history of the money market last year may 
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be summed up as follows: the most important influence 
was the withdrawal of foreign funds, which was the chief 
cause of the decline in deposits of the ten English clear- 
ing banks of £77 millions during the year; these with- 
drawals were covered by gold sales by the Exchange 
Account, which took over tap Treasury bills with the ster- 
ling proceeds, the consequent transfer from bankers’ de- 
posits to public deposits being only temporary (the 
more permanent effect—the reduction in tender bills 
—was only beginning to be felt when the year 
closed); finally, the fact that the fall in bankers’ 
deposits did not involve a contraction in cash or calling-in 
of advances is evidence that, taking the year as 
a whole, supplies of money and credit were as plentiful 
as ever, and evidence, too, of the efficiency of the machinery 
for maintaining them. The current year will show how 
it will cope with the problem arising from the contraction 
in the tender issue of Treasury bills, which over the whole 
of last year amounted to £134 millions, and the ensuing 
fall in the ratio to deposits of the banks’ discounts and call 
money which constitute their second line of liquid assets. 


Bank Clearings 


THAT the 1938 returns of London and Provincial bank 
clearings should show a fall not only on the previous year 
but also on 1936 is not surprising in view of the trade 
recession and the political uncertainty. 


1936 1937 1938 
(£ millions) 
Town clearings ............ 35,039 36,719 33, 
Metropolitan clearings...... 2,040 2,162 2,075 
Country clearings ......... 3,538 3,805 3,673 
Total, London clearings ... 40,617 42,686 39,610 
Provincial clearings ...... 1,394 1,472 1,258 





Analysed quarterly, however, the London clearings, if 
they are any use at all as a barometer of business activity, 
showed some improvement as the year progressed. Thus, 
town clearings, which, as is well known, are mainly 
governed by Stock Exchange dealings, showed a fall of 10.8 
per cent. in the first quarter, compared with the first 
quarter of 1937, and of 12.3 per cent. in the second quarter, 
were only 3.1 per cent. lower in the third quarter, 
while in the last quarter they were actually 4.2 per cent. 
higher than in the final quarter of 1937, when, of course, 
the trade recession was well under way. Somewhat surpris- 
ingly, metropolitan and country clearings were slightly 
higher in the first quarter, but in the last quarter were 
down by 3.4 per cent. and 4.5 per cent. respectively, so 
that the total London clearings showed a fall of 4.1 per 
cent. compared with the fourth quarter of 1937. In provin- 
cial clearings over the whole year, the biggest decline was 
shown bv Liverpool with a fall of 24.3 per cent. compared 
with 1937, followed by a decline of 20.7 per cent. for 
Bradford, 15.9 per cent. for Manchester and 10.5 per 
cent. for Birmingham. 


The Foreign Exchanges 


For the first two or three months of last year conditions 
in the foreign exchange market were much the same as 
those obtaining in 1937, but later a complete reversal be- 
came apparent and London not only ceded to New York 
pride of place for refugee capital but even became suspect 
in view of the continued deterioration of sterling. At the 
same time, the return of confidence in the franc, which was 
accelerated after the appointment of M. Paul Reynaud as 
Finance Minister on November Ist, induced the repatriz- 
tion of French funds so that the pound was pulled down- 
wards from two directions. The result was that fluctua- 
tions in the sterling-dollar rate were wider than for some 
years, and the pound on December 31st was quoted at 
$4.64§, compared with $4.9914 on January Ist. 

After an initial period of firmness in January and Feb- 
ruary, when there were rumours of a further devaluation of 
the dollar, the rate was fairly steady at an average of about 
$5 to the pound throughout the first quarter. save for a 
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brief scurry at the time of the Anschluss, when it fell to 
$4.94g. In the second quarter, which included the May 
crisis and the beginning of the repatriation of French funds 
the rate was more often below $5 than above, and by the 
end of the half-year was around the $4.95 level. The next 
three months were a period of rapid depreciation. The 
opinion had been expressed that $4.86 would mark the 
bottom of the pound’s fall and that the authorities, helped 
by the psychological effect of “ mint par,” would be pre- 
pared to keep it at that level. This proved unjustified, for in 
the last days of August, a month before the international 
crisis was to wreak such havoc in the exchanges, the dollar 
was at one time quoted as low as $4.84. The trend of 
sentiment was thus clearly against the pound, and the 
rush of selling in the last week of September, which brought 
it down to $4.60, was a momentary intensification for poli- 
tical reasons of a gradual readjustment to a value which was 
more in harmony with the United Kingdom’s overseas 
trade position than that with which the year opened. The 
crisis carried it too far, and the relaxation of tension was 

romptly reflected in a recovery in the rate to around 
$4.80 in the early days of October; but in November and 
December the tendency was downward in spite of covering 
operations in the latter month by speculators who had sold 
forward in the critical days of September. That the authori- 
ties were concerned at the continued pressure was shown 
by the unofficial request to the clearing banks in Decem- 
ber to abstain from taking advantage of the premium of 
about 24 cents for the three months forward dollar to 
make profitable “ swap ” transactions. At about the same 
time they were also requested to discourage the raising of 
credit against gold. It was the weakness of the pound, too, 
which. led to the full reimposition of the embargo on issues 
of capital for transfer abroad, which was announced on 
December 20. 

The extent to which the Exchange Account was forced 
to intervene in support of sterling is illustrated by the 
return of its gold holdings on September 30th, as shown 
in the following table: — 


BriTisH Monetary Gotp Stocks, 1938 


Intervening 
Quantity (million fine ounces): Mar.31 Sept.30 Change 
Bank of England ............... 76-8 76-8 ai 
Exchange Account............... 42-5 21-7 — 20:8 
TAR ccdinccnytesapendents 119-3 98-5 — 20:8 
Value ({ millions: at 140s. per 
jine ounce) : 
Bank of England ............... 537-6 537-6 oss 
Exchange Account............... 297-8 151-8 — 146-0 
BODE: cvienswesqeqsngveriees 835-4 689-4 — 146-0 


This shows that the Account lost £146 millions of gold 
during the six months from April to September, and 
further heavy losses must have been suffered in the last 
quarter of the year. nee 

The other source of pressure on sterling, the repatriation 
of French funds, was also mainly confined to the second 
half of the year. After 1938 opened the franc was subject 
to a new crisis which forced the spot rate up to 1554 francs, 
while forward discounts were as wide as 2#' francs for one 
month and 63 francs for three months. Speculation against 
the franc continued, and in early May M. Daladiers 
Government decided on a further devaluation, declaring 
that the sterling rate would never be higher than 179 f. 
In this object they were fairly successful, for the spot 
rate only rose above the limit agreed upon during the ume 
of international crisis; but the forward outright rate for 
three months was on several occasions over 180 francs ‘0 
the pound. 

The May devaluation caused a certain amount of funds 
to return to France, but confidence in the state of French 
finances was still lacking, while the international situation 
checked the incipient repatriation movement. It was not 
until after the appointment of M. Paul Reynaud as Finance 
Minister, and the ensuing efforts to restore Budget equili- 
brium and increase production, that capital was persuaded 
to return on a large scale. The small improvement in the 
franc exchange since November is no measure of the extent 
to which funds have been repatriated; for the French 
Control has consistently prevented any big appreciation by 
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freely selling francs to meet the demand. A better indica- 
tion is provided by the forward rate, which for one month 
was quoted at about par at the end of the year, and for 
three months was on the same date at a discount of only 
franc, compared with 6 francs two months earlier. 

Chief interest in the foreign exchange market last year 
was naturally centred in the weakness of sterling and the 
recovery of the franc, but movements in other currencies 
were not without importance. On the Continent, the de- 
cline in the pound was noted with some anxiety by coun- 
tries which had pegged their currencies to sterling. Thus, 
the franc at the end of the year was maintaining a closer 
link to the dollar than the pound; the guilder left the 
sterling bloc during the crisis; and the Swiss franc was not 
allowed to follow the pound downward but showed a net 
appreciation of 4 to 5 per cent. during the year. The 
Scandinavian currencies, on the other hand, remained full 
members of the sterling bloc. The belga was at times 
subject to speculative attacks, but was successfully 
defended. 

Outside Europe the free peso depreciated by nearly 17 
per cent. against sterling, owing to the severe deteriora- 
tion of Argentina’s. trade balance. In the Far East the 
Japanese yen was maintained at 1s. 2d., but the Shanghai 
dollar broke badly in the summer, falling to 73d. in June, 
and at the end of the year was nominally quoted at about 
83d. Both countries intensified their exchange control 
measures during 1938. The introduction of a new currency 
into the Chinese territory occupied by the Japanese, with 
the object of obtaining the Chinese Government’s mone- 
tary reserves, was an added pressure on the Shanghai 
dollar, which was already feeling the strain caused by the 
war and the consequent decline in foreign trade. 


Gold Output and Movements 


THE following table shows world gold production during 
each of the past two years, as estimated by the Union 
Corporation. No final figures for 1938 are available yet, 
but the figures given for South Africa, Canada and 
Australia are substantially accurate. The Russian returns 
for both years are uncertain, as no official figures are 
given. 
Thousand fine ounces 








1937 1938 

I ee 11,735 12,160 
WANE Seatersiceckcle deerincc ec 6,000 5,000 
CO Ha issk eT Abc Babi Riis vi 4,091 4,680 
aha Rid nibble isktlbiettowcsndinndtick 4,089 4,250 
ee 1,380 1,570 
UE ce nee es 8,205 9,040 

35,500 36,700 


Gold movements last year were complicated by various 
factors arising from the international situation. For the 
first few months, however, before the decline in sterling 
gathered up speed, dealings in the London bullion market 
were mostly governed by demand from hoarders, this 
tendency being stimulated at times by rumours of a further 
devaluation of the dollar. At one time in February the 
demand raised the premium over the American shipping 
parity to a point which was high enough to encourage 
arbitrage shipments from the United States. The distrust 
of the dollar, and, therefore, the strength of sterling, hid 
the fact that the pound was, on commercial standards, 
overvalued; and in May the unofficial embargo on loans 
against gold was raised, only to be reimposed, so far as 
spot gold was concerned, in December, and on forward 
gold shortly after the year closed. Towards the end of the 
year, too, the decline in sterling led to a record price of 
gold, amounting to 150s. a fine ounce at the fixing on 
November 26. 

The effects of the crisis were threefold. In the first place, 

ers, con to their usual practice, switched over 
from gold to dollars, fearing that their gold holdings might 
be mobilised in the event of war; secondly, shipments both 
from South Africa to the United Kingdom and by arbitra- 
Seurs to the United States were suspended as a result of 
the cor fusion over war risk insurance: and thirdly, the 
authorities adopted the policy of keeping part of the 
Country’s gold stocks overseas. 
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The next table should be studied in the light of these 
considerations. The decline in imports from South Africa 
is counterbalanced by the earmarking of Transvaal gold 
since September by the Exchange Account at the South 
African Reserve Bank; and part at least of the exports 
to Canada may represent official shipments. The increased 
exports to the United States are clearly complementary to 
the disclosed losses of the Exchange Account resulting from 
its defence of sterling. 


GoLp BuLLIon Imports AND EXporTS 
































(£ millions) 
1937 1938 
Imports | Exports Net Exports | imports Exports Net Exports 
from to (+) or from to +) or 
Imports (—) | Imports (—) 
ee 13-3 Sas — 13-3 26-0 — 26-0 
South Africa... | 79-9 +s — 79-9 52-5 — §2°5 
Australia ...... 4:3 do — 4:3 5‘6 ote — 5-6 
Canada ......... 0°5 bole — O-5 ‘si 3-4 + 3:4 
Germany ...... 10-0 08 — 9-2 6-9 one — 6-9 
Holland ......... 1°5 5-1 + 3-6 7-2 4-4 — 2-8 
France winch ee 1115-9 | 36 112-3 17°5 0-6 — 16-9 
Belgium ......... |} 24 | 23 + 49 | 73-7 3:4 — 70-3 
Switzerland ... 1-5 4:8 + 2:3 2-6 19-1 + 16-5 
IN iit | 40-4 ada — 40-4 23°3 aa — 23-3 
United States 1-0 168-8 +167°8 ite 216-9 +216-9 





The net results of gold movements so far as Great 
Britain is concerned, together with the imports and exports 
of gold coin, are shown in the following table: — 

British GotD IMPORTS AND EXPORTS 


—_—_ 



































Specie 
Bullion — enamels cana 

Foreign Coin British Coin 

1937 | 1938 1937 | 1938 | 1937 1938 
| £ millions £ millions £ millions 

DONOR i. cinecustics 290-2 | 210-1 2°38 12:8 2:2 5 
Exports |........00 | 210-7 | 272-5 2-4 | 16-0 24 | 13:8 
Import surplus ... 79°53 dom 0-4 on si 2-9 

Export surplus ... 62-4 3:2 | 0-2 ° 

' 














The practice of earmarking renders the above tables in- 
conclusive. For, in addition to the earmarking at the South 
African Reserve Bank, already referred to, a large part of 
the imports from Belgium is believed to be earmarked on 
Belgian account, while it is known that the Exchange 
Account has made large gold sales, against the repatriation 
of French funds, which, according to the table giving move- 
ments by countries, have not yet been shipped. These two 
factors must outweigh the earmarking for Great Britain’s 
account at the South African Reserve Bank, so that this 
country’s net gold losses last year cannot be measured by 
the figure of £62.4 millions given in the returns. 

The final table is taken from the Federal Reserve Bulle- 
tin’s monthly compilation of the gold holdings of central 
banks. It does not include holdings of Exchange Funds 
which are only revealed at infrequent intervals. The British 
Exchange Account held gold to the value of $1,489 millions 
on March 31st and $759 millions at the end of September. 
The latest return for Italian gold holdings is for December, 
1937, and the figure for that month is consequently repeated 
for subsequent months. 


Go.tp HoLpINGs oF CENTRAL BANKS AND GOVERNMENTS 
($ millions) 

















1938 (End of Month) | January March | June | September November 
AE oss virciesbecvees 2,689 2,689 2,690 2,690 2,690 
United States ......... | 12,756 12,795 12,963 13,760 14,312 
PRON. vidavccetccicenses 2,564 2,428 2,428 2,428 2,435 
GORCRING Sc cisngecnscess 29 29 29 29 29 
SRE. n. ccscuhicatts 957 998 1,008 1,008 1,008 
INE occa conscaseg loses 599 531 481 539 584 
Switzerland.............++ 687 698 679 690 699 
BONES cdcavecsvsseisteedds 210 210 210 210 210 
UO EEE:sktccseeneseeedinis 245 261 279 310 321 
NOrway  .c.cccecceseerers 82 90 90 96 96 
MENON saccelvebitnctecnche> 16 16 16 17 18* 
Japan ...ccceeeeeceeeerenes 261 261 261 164 164* 

* October. 





As so much gold is now held by Exchange Funds, the 
above table gives only a very incomplete picture of the 
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effects of last year’s gold movements on central bank gold 
reserves. But it shows clearly that the United States made 
substantial additions to its gold holdings as a result of the 
crisis in September and the sharp decline in sterling in the 
last months of the year. 


INVESTMENT 


New Capital Issues 


AN exceptionally low degree of activity characterised the 
capital market in 1938. The total of £153 millions of new 
money subscribed (calculated on our “ old basis ”—that is, 
offers by prospectus, offers for sale and issues to share- 
holders only) was the lowest of any recent year except 
1931 and 1934. In the first of the accompanying tables, 
we analyse the amounts raised by different types of 
borrowers. Perhaps the chief feature of the year was the 
relative scarcity of subscriptions to new industrial com- 
panies, and even then the great majority of public indus- 
trial issues, mostly by existing companies, were for deben- 
tures and preference shares. The industrial equity made 
but rare appearances during the year—which showed, 
incidentally, a rising trend of interest rates. The level of 
non-gilt-edged borrowing, however, remained above that 
for the depression years 1931-33. 


ToTat BoRROWING BY OFFERS TO PUBLIC AND TO 
SHAREHOLDERS ONLY 

















(Million {) 
British 
Calendar 

Years — Empire | Foreign ae 

Govern- Corpora-| Others Total 

ment | ‘tions*® Home 
1930 ...... 65-6 41-7 63-3 | 170-6 | 61-4 | 35-8 | 267-8 
NE innsces 10-7 8-0 35-8 54-5 38-5 9-1 102-1 
1932 ...... 102-7 28-8 31-6 163-1 25-5 0-3 188-9 
1933 ...... 150-8 24-5 34-9 | 210-2 | 29-2 5-4 | 244-8 
1934 ...... 44-1 36-1 57-5 | 137-7 | 29-9 1-5 | 169-1 
1935 ...... 88-0 51-1 81-6 | 220-7 15-2 0-2 | 236-1 
1936 ...... 40-2 79-5 90-6 230-3 24-7 0-7 255-7 
1937 ...... 95-8 43-7 84:7 | 224-2 | 21-1 6-3 | 251-6 
1938 ...... 75-9 24-9 §2-2 | 153-0 | 24-3 2-3 | 180-1 





* Including county and public board loans. 


The main event of the year in the capital market was the 
issue at 98 of £80 millions British Government 3 per cent. 
National Defence Loan, 1954-58. A yield of £3 2s. 8d. 
per cent. was offered (against £2 11s. for the 1937 loan of 
£100 millions), and the loan succeeded much better than 
the first issue of Defence bonds in 1937. 

Our second table, which includes placings by means of 
Stock Exchange introduction and the granting of permis- 
sion to deal shows more clearly still how much new issue 
activity fell off as compared with 1937, which in turn was 
less active than in 1936. Stock Exchange introductions, 
which had been assuming an increasingly important réle 
in the capital market, became less numerous as industrial 
enterprise declined. 


ToTaL BoRROWING, INCLUDING Stock EXCHANGE “ PERMISSION 
’ 














To Dea’ 
(Million £) 
British 
tions® 
82-1 306-1 448-4 33-8 11-7 : 
45-3 199-1 387-5 63-4 7:1 4 
27-7 110+1 213-7 53-7 5-7 273-1 





* Including county and public board loans. 


Interest rates have been rising, and neither rates nor 
maturities have provided outstanding opportunities for 
conversion. During 1938 (as in 1937) the British Govern- 
ment effected no conversions, and the totals dealt with 


CONVERSION ISSUES (MILLION {) 


ee 

| 1932 | 1934 | 1935 | 1936 | 1937 | 1088 

ntl hittin MRR SSE | 
British Govt. ... | 2,478-9 | 108-0 | 204-0 | 37-2 | wa si 
Other ..ssss..-.0. 31-8 | 136-9 | 108-2 | 109-7 | 5a-5 | 2 
Total ......... 2510-7 | 241-9 | 312-2 | 146-9 | 585 | a6” 











by other borrowers were lower even than in 1932, as we 
show in our third table. The largest conversion issues were, 
in January £10 millions 33 per cent. stock by Canada, 
and in May £7 millions 33 per cent. stock by Australia, 
In December, the issue of Australia 4 per cent. stock was 
for a relatively small amount, but significantly involved 
a higher yield than the stock replaced. 


The Stock Exchange 


On balance security prices fell less severely in 1938 than 
in 1937. But it was an equally depressing and far more 
anxious year, with shrinking turnover and a downward 
drift in quotations punctuated only by political crises and 
the recoveries following them. The economic factor was 
uppermost for only a short while, with turned towards 
America for signs of revival. But most of the time Euro- 
pean politics were the prime consideration, owing to which 
scarcely any attention was paid to steadier business con- 
ditions at home since the summer, and an improved out- 
look in the United States of America, which in that country 
—but not in this—found reflection in brighter stock 
markets during the second half-year. 

After running on a fairly even keel for two months, the 
market’s first recession came in February on Mr Eden's 
resignation. A fresh and sharper plunge followed in March 
on the Austrian crisis. Pre-Anschluss prices had virtually 
been regained, when events in Czecho-Slovakia in May 
began a slower but just as severe decline. In June and July 
there was again some recovery. Then uneasiness over 
German military manceuvres caused a general sagging, cul- 
minating in the crisis at the end of September. Quotations 
slumped all round, and finally jobbers in the gilt-edged 
market arranged minimum prices among themselves. After 
Munich, prices rebounded sharply. At the time much was 
made of the fact that pre-crisis price levels were exceeded, 
and in the following weeks further gains were made. But 
after mid-November an insidious deterioration set 1n, 
which slowly brought the end-of-year prices so near to 
the crisis level that in January, 1939, quotations did not 
have to fall far for that level to be broken through. In the 
following table we show the course of prices indicated by 
the Actuaries’ investment index (December 31, 1938). 


Fixed Interest Securities Ordinary Shares 


End of 








Miscell. | Miscell. 
24% | ‘Indus. | Indus. | Home |Ironand) wiscel 
Consols. Debs. Pref. Rails Steel 
I I ieee 
December, 1933 ...... 131-6 181-7 111-6 82-9 48:0 > 
- 1934 ...... 165-3 125-6 120-7 75-0 §2-1 | 65-1 
a 1935 ...... 154°5 124-8 120-6 | 64-9 | 67-8 76°3 
” 1936 ...... 150-9 125-6 122-5 86-6 83-0 81-3 
” 1937 ...... 132-7 121-5 115°6 70-6 65-9 oe 
January, 1938 ...... 136-2 121-6 116-5 | 67:7 | 64:3 oe 
February, ,, «++ 138-2 121-8 115-6 61-9 59-8 =e 
March, = — ay, antes 130-7 121-3 113-2 57-8 | 57:1 =? 
April, said 132-2 121-0 113-1 62-0 | 59°6 4 
Ry, «gp weeeee 131-9 120-8 112-5 51-1 50-1 2s 
aie et oe ee 131-5 120-4 112-8 50:4 54:3 -s 
SOY, gg banses 134-5 120-9 114°5 39-3 51-7 so 
Amgust, §— se essees 131-9 121-0 114°5 38-2 48-9 =; 
September, ,, ...... | 119°1 118-7 111-6 34-2 45-4 4 
October, , 127- . . 37-6 | 55:6 

. 26-6 : . 33-7 53-8 | 591 
December, 25- . . 35-0 | 54:1 | 583 

ee Se ae a cpa oc ne 


The ‘gilt-edged -market alone began the year well; 
March, however, brought a sharp fall, and though recovery 
followed, the position at the early part of the year was 
never quite caught up. Conditions at the September crisi, 
were unprecedented; prices were quoted very wide, an 


War Loan at one time was dealt in as low as 90. Among 
Dominions stocks, the only point of interest was the npr 
ness of New Zealand issues which began with news of t e 
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social security scheme. Fluctuations in Austrian and 
Czecho-Slovakian loans, and also in Japanese and Chinese 
ponds, were necessarily considerable. 

No group of stocks suffered more severely in 1938 than 
home rails. Values were virtually halved, and after a year 
of unsatisfactory cs a surprise campaign for a 
“Square Deal” began in November. By failure to pay 
5 cent. on the “C” stock for the third time, the 
LP.T.B. became liable to be put under a receivership. But 
in January, 1939, application was made for an increase of 
fares, and until this is settled “C ” stockholders are delay- 
ing action. . al 3 

The weakness of industrials is indicated by the Financial 
News’ price index, which started at 95.7, reached a high of 
97.2 soon after, a low of 73.7 on September 28, but ended 
the year no better than 80.4. Iron and steel shares (in which 
group the main event of the year was the re-financing of 
Richard Thomas in July) declined like other sections in 
spite of re-armament. Textiles were particularly weak, 
and breweries ended the year even lower than in Sep- 
tember, the implications of certain legal decisions and the 
possibility of fresh taxation causing persistent declines. 
Oil shares followed their own course and declined only 
by about 8 per cent. on the year. A low point was reached 
in March on the Mexican Government’s expropriations. 
The rubber market was stagnant, and while mining shares 
generally did not fall so much as industrials, and gains 
were by no means uncommon, the year showed declines or 
irregularity. The following chart shows the course of indus- 
trial share prices in this country and the United States of 
America: — 


BRITISH AND AMERICAN INDUSTRIAL SHARE 
VALUES DURING THE PAST TWO YEARS 


(July 1, 1935 = 100) 


British: Financial News Index of 30 Ordinary Shares. 
American: Standard Statistics Index of 50 Common Stocks. 





Outside the actual stock markets the question of non- 
member share dealers was to the fore. The Sharepushing 
Bill was presented in July, requiring the licensing of dealers 
who are not members of the Stock Exchange or of recog- 
used associations of dealers. The Association of Stock and 
Share dealers was registered, and the Stock Exchange 


formulated new rules for dealings between members and 
non-members. 


LABOUR CONDITIONS 


In 193 7 the average number of insured persons (aged 
16-64) in work was 11,497,000, a new high record. In 
1938 the persistence of recession brought the average down 
to 11,405,000, a small fall in the circumstances. Unem- 
Ployment rose from a monthly average of 1,413,000 in 
1937 to 1,791,000 in 1938; at the end of the year the two 
million mark was in sight; and the average percentage of 
ured persons (aged 16-64) out of work in 1938 was 12.66 
compared with 10.75 in 1937. The first table shows 
figures of employment and unemployment. 
mi rise in eee was most marked in the 
thet Western and Midlands Divisions and smallest in 
Western, Northern and Scottish a. 
unemployment remained strikingly highest in 
Wales (24.7 per cent.), the Northern Division (18.3 per 
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EMPLOYMENT IN 1937 AND 1938 











Insured Insured Insured 

Employed (a) Unemployed (6) Unemployed (c) 
1937 | 1938 1937 | 1938 1937 1938 

000’s 000’s 000’s 000’s % % 
January ............ 11,106 | 11,319 1,604 1,828 12-3 12-8 
February ......... 11,187 | 11,338 1,552 1,810 11-9 12-7 
ene 11,242 | 11,390 1,505 1,749 11:5 12-4 
Oe 11,394 | 11,412 | 1,368 1,748 10°5 12-3 
BO clo 11,387 | 11,406 1,390 1,779 10°7 12-5 
TOD: Victtiisrinias atin 11,613 | 11,369 1,306 1,803 10-0 12-8 
July 11,623 | 11,413 1,321 1,773 10-1 12-9 
August ............ 1,672 | 11,447 1,294 1,759 9-9 12-7 
September* ...... 11,707 | 11,429 1,271 1,799 9-7 12-9 
October ............ 11,664 | 11,455 1,328 1,781 9-9 12-5 
November ......... 11,580 | 11,428 1,432 1,828 10+7 12-7 
December ......... 11,444 | 11,452 1,584 1,831 11°8 12-7 

heicinentamenssbcucnsevcahibetiertaddasteter tars Madietteache Ms is dab tial 

Average ... | 11,497 11,405 1,413 1,791 10-75 12-66 





(a) Estimate of number of insured persons aged 16-64 in employment in Great 
ae (excluding Agriculture) with allowance of 3} per cent. absence for sickness, 

Ce 

(6) Insured persons aged 16-64 unemployed in Great Britain. 

(c) Percentage unemployed among insured workers aged 16-64 in Great Britain. 

* Revised procedure for counting unemployed introduced. 


cent.), the North-Western (17.8 per cent.) and Scotland 
(16.3 per cent.). In London and the South-Eastern and 
South-Western Divisions the unemployment percentages 
ranged about 8 per cent. compared with between 6 and 7 
per cent. in 1937. 

In the cotton industry the average percentage rate of 
unemployment rose from 11.5 in 1937 to 26 in 1938. Un- 
employment in coal-mining rose only slightly over the year, 
but in pig-iron manufacture the rate rose from 10 per 
cent. to 16 per cent., in iron and steel manufacture from 
11 per cent. to 21 per cent., and in the tinplate industry 
from 13 per cent. to nearly 40 per cent. In most branches 
of engineering the increases in the rate of unemployment 
over the year were small. In shipbuilding and repairing the 
rate fell from 24 per cent. to 21 per cent. 

Average weekly full-time rates of wages, in industry and 
agriculture, continued to rise, the increase over 1937 being 
between 1 and 14 per cent. After May, however, when the 
delayed impetus of the activity of 1937 slackened, wage 
decreases more than counterbalanced wage increases, and 
there was probably an appreciable rise in short-time work- 
ing, which suggests that actual earnings in 1938 were 
distinctly lower than in 1937. The next table gives details 
of wages, cost of living and trade disputes : — 


WAGES, PRICES AND TRADE DispuTEs, 1937 anp 1938 
Cost of Living (5) 


Wages (a) Trade Disputes (c) 


1937 1938 











1937 | 1938 1937 | 1938 





000’s 





EEE 
(a) Index (1924 = 100) compiled by Prof. Bowley, eliminating seasonal fluctuation. 
6) Ministry of Labour Index for Ist of month (July 1, 1914 = 100). 
{Ch Number of working days lost. 


The cost of living index at the end of 1938 was four 

ints below the December, 1937, figure, mainly due to 
alls in food prices. Real wage rates were higher in 1938 
than for several years, though total earnings were falling 
off. Industrial relations were peaceful, the number of trade 
disputes being only 866, affecting a quarter of a million 
workpeople, compared with 1,129, affecting 610,200 in 
1937. There were no major disputes. All in all, apart from 
the spreading shadow of unemployment, 1938 was a re- 
markably good year in the labour world: conciliation 
machinery worked well, holidays with pay were widely 
conceded and officially approved by the Amulree Com- 
mittee; and twelve months of bad trade were weathered 
with no serious attacks on wage levels. 
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Overseas 


British Empire 
Canada 


THE economic record for 1938 was not wholly satisfactory. 
There was no serious slump, but hopes of making fresh head- 
way towards real prosperity were not fulfilled. The Bureau 
of Statistics index for the physical volume of business (1926= 
100) was 112.7 for the year, a decline of roughly 9 per cent. 
from the 1937 figure. The most serious adverse factor was 
the continuance of grave international disturbances and ten- 
sions and the further development of economic nationalism 
in various countries. These conditions operated to diminish 
Canadas export sales. 

Canadian industry also suffered from the serious recession 
in the United States during the earlier part of the year. 
Curtailed exports caused a lowering of purchasing power. 
Crops were reasonably good and there was a substantial 
increase in the grain yields of the prairie provinces, but, as 
it was accompanied by a sharp drop in the price of grain 
and other farm products, rural purchasing power in the 
second half of the year was rather lower than twelve months 
before. 


Industry.—The mining industry continued to be the 
most reliable buttress of the national economy, and the 
output of established mines was well maintained. The esti- 
mated value of mineral production in 1938 was $440,634,000, 
compared with $457,359,092 in 1937, the 4 per cent. decline 
being largely due to lower base metal prices. The newsprint 
and lumber industries had a difficult year. There was an 
improvement in the fishing industry; but conditions in manu- 
facturing were variable. The production of iron and steel 
declined sharply and most textile mills operated at well below 
capacity. Equipment and machinery firms, however, were 
reasonably busy and farm implement firms had more orders 
than in any recent years. 

Agriculture.—The wheat crop was the largest for any year 
since 1932, amounting to 350,010,000 bushels compared with 
180,210,000 bushels in 1937. The yield of the other principal 
field crops (with the 1937 figure in brackets) was as follows: 
oats, 371,382,000 bushels (268,442,000); barley, 102,242,000 
bushels (83,124,000); rye, 10,988,000 bushels (5,771,000); 
mixed grains, 39,161,000 bushels (36,169,000). The total 
value of field crops is estimated at $528,860,000 compared 
with $556,220,000 in 1937, and total agricultural income at 
$1,026 millions compared with $1,054 millions. 

Foreign Trade and Prices.—Foreign trade experienced a 
sharp decline. In the first eleven months of 1938 exports 
were valued at $886,273,000, a fall of 15.3 per cent. com- 
pared with the corresponding months of 1937, and imports 
at $633,165,368, a fall of 16.2 per cent. The new trade treaty 
with the United States is expected to stimulate exports. The 
trend of commodity prices was almost continuously down- 
ward, and in December the index of wholesale prices of the 
Bureau of Statistics (1926 = 100) was 73.3, compared with 
82.7 in December, 1937, a decline of more than 11 per cent. 
The most serious fall was in vegetable products. The cost of 
living index showed no similar decline, being 83.5 in 
December compared with 84.0 for January. 


Finance .—The Federal revenues have fallen off slightly, 
the yield for the first three quarters of the current fiscal year, 
that is, up to December 31, being $394,821,748 compared 
with $402,283,545 in the parallel period of 1937. Expendi- 
ture in the same period totalled $366,901,152 compared 
with $361,874,524. The Budget position was therefore worse 
by about 24 million dollars with a quarter of the year yet 
to run. The debt embarrassments of the Western Provinces 
are still acute. 

Employment was fairly well maintained. In the first eleven 
months of 1938 the number of wage earners in employment 
averaged 2,303,000, with about 400,000 unemployed on the 
average. 





Australia 


EcoNoMIC activity in Australia continued at a high level 
despite adverse developments abroad. The large volume of 
exports in the year 1936-37 resulted in considerably higher 
imports in 1937-38 and a corresponding stimulus to business 
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Countries 


activity of all kinds. Customs revenue was buoyant and 
direct taxation showed a marked increase in yield. Up- 
employment fell, the percentage of trade union members 
unemployed ing from 9-9 in March, 1937, to 8-0 in 
March, 1938, and then rising slightly to 8-6 in the June 
quarter. During the later part of the year a sharp fall in 
the prices of Australia’s primary products had an adverse 
effect on the export trade. 


Wool, Wheat and Gold.—The wool clip totalled 
1,010 million Ibs. in the 1937-38 season, compared with 975 
million lbs. in 1936-37. The value of wool per Ib. in 1937-38 
averaged ls. 1-7d. for greasy, and ls. 10-Od. for scoured 
compared with ls. 5:4d. and 2s. 0-0d., respectively, . 
1936-37. The area under wheat for the 1937-38 season was 
13,680,500 acres, compared with 12,342,000 acres in 1936-37, 
and the yield was estimated at 187,795,000 bushels, against 
150,468,000 bushels. The average export price of wheat fel] 
from 5s. 2-7d. per bushel in 1936-37 to 4s. 5-1d. per bushel 
in 1937-38. Gold mining continued to expand, the value 
of the output rising from £104 millions in 1936-37 to £12} 
millions in the following year. 


Overseas Trade .—Overseas trade showed a substantial 
advance. Imports in 1937-38 amounted (in sterling) to 
£111,427,000, an increase of £20,943,000 compared with 
1936-37. The principal increases recorded were : an increase 
of £2,277,000 in textile material imports ; a rise of £1,797,000 
in the value of imported mineral oils; an in¢rease of 
£3,711,000 in machinery imports ; a rise of £2,141,000 in 
iron and steel plate and sheet ; one of £2,563,000 in motor- 
car chassis and parts ; and an advance of {1 million in timber 
purchases. Exports were valued at £111,943,000 sterling 
in 1937-38, a decrease during the year of £5,403,000. The 
merchandise figures show an export surplus of £515,905 in 
1937-38, compared with £26,755,000 in 1936-37, while the 
export surplus in trade in bullion and specie amounted to 
£11,332,231 sterling, compared with £9,483,000 in the 
previous year. 





1936-37 1937-38 

Per cent. 

home amor anaeneas epee Seep exported 

Exports y to Great 

, Value , /alue Britain 

Volume | (a) Volume (a) 1937-38 

lbs £000's lbs. £000's 
mhillions millions 

Wool, greasy ............ 759 55,155 722 41,282 40°9 
Wool, scoured ......... 72 7,347 62 7,348 50°5 
I hate oaks on Oe 4,306 18,670 5,671 20,910 29-6 
| ee 1,129 5,590 1,263 6,045 29°3 
RIES © sik ciecentiinabiiiian 174 8,801 197 10,143 93°3 
Frozen mutton & lamb 208 5,233 201 5,340 97-8 


Frozen b 





(a) Recorded values in Australian currency. 


Finance.—The accounts for both the Commonwealth 
and States for the year ended June 30, 1938, are set out in the 
following table :— 




















*ublic 
State Revenue | Expenditure oon 
(Values in £00]J’s) 

New South Wales ........ccsecccssseeeeseees 60,090 59,976 354,168 

WIIG <= ws siansasnsncconicccantanadinbiesseute 27,617 27,587 177,228 

IE cenietninencetbientitnatennipeengh 17,340 17,568 125,752 

ith Australia .......ccceceseeeeeeeeneceeees 12,460 12,336 107,450 

West Australia ........ccccscsssssssesseesees 10,819 10,830 93,712 

TINEA. ixscntossninsebigunctiomiccerevinens 3,640 3,633 25,841 

PT IINOIDR asic cinsenisnslibceininidinnsmaieociionn’ 131,966 131,930 884,180 
Commonwealth .........sscsseeeseereereeees 89,458 85,964 00,005 

FOE cocsstaliccepaidepubeciounie 211,489 207,959 1,275,025 





The Budget spzech was delivered on September 21, 1938. 
It was announced that additional taxation is proposed to 
produce £3,210,000 during the current year. The principal 
changes are an increase of 15 per cent. in the rate of income 
tax for individuals and companies, a rise in the sales a 
from 4 per cent. to 5 per cent. ; and an increase in the lan¢ 
tax of 11-1 percent. These increases in taxation are rendere 
necessary by the expenditure under the National Insurance 
yong te } sedned value of exports, and the higher expen- 

ture for purposes. 

The loans raised by the Commonwealth during the past 
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year, partly for conversion and partly for public works, were 
as follows :-— 
London :— Amount Price 
£ 
Nov., 19387. 3}% 1951-54 .........eee 11,409,965 97 
May, 1998. 33% 1952-56 ............... 7,000,000 99 
tralia :-— 
ANov., 1937. 38% 1951 .........00.. 8,194,760 993 
May, 1938. 33% 1952-54............ 10,418,130 
For States (over the counter) ......... 1,312,340 Various 


New Zealand 


DurING 1938 New Zealand passed the peak of a period of 
expansion and entered on a recession, which is as yet more 
noticeable in external than in internal trade. For the twelve 
months ended January, 1938, export receipts reached the 
highest level ever recorded, £NZ67.17 millions. By October, 
the twelve months’ total had fallen to £NZ58.79 millions. 
Imports rose to a peak of £NZ58.18 millions for the twelve 
months ended April, 1938, but by October the twelve months’ 
total had fallen to £NZ55.43 millions. Stimulated by the 
high export income of last year and continued heavy expendi- 
ture on public works, internal trade was maintained at a 
high level. But costs were high, much labour was attracted 
from farming to public works, and farm production is tend- 
ing to decline. There was considerable export of capital; 
the excess of exports is now insufficient to meet normal 
payments for interest, etc., overseas; the trade balance was 
adverse in the second half of the year, and sterling funds fell 
off heavily. In consequence, the Government imposed a 
system of exchange control (involving the licensing of both 
exports and imports) from December 5th, the financial out- 
look is causing concern, and further contraction of trade 
appears inevitable. 


External Trade.—Overseas trade returns, for recent 
years ended October, are as follows: — 


£ millions 

Year ended In N.Z. Currency In Sterling 
Oct. 31 Exports Imports Exports Imports 
BED <covequsavagaeoane 55-88 48-93 55-88 48-93 
BODE evasnsocigesucsene 39-74 25-61 32-43 20-97 
POO, Siavivsosuistsvecs 49-02 30-16 39-21 24-13 
OUD csncieivovesenteed 44-15 35-58 35-44 28-56 
BE nsdnscchgecsssteas 56°41 42-02 45-31 33-75 
BOT incpenpsciteebocete 66 - 33 54-98 53-28 44-16 
1938 .. 58-79 55-43 47-22 44-52 


The decline in exports in 1938 was mainly due to the 
heavy fall in wool prices in the 1937-38 season, which was 
only partly offset by higher prices for dairy produce. The first 
four months of the 1938-39 season showed a fall in exports 
of £NZ3 millions compared with the same months of the 
Previous season, and prices for wool, dairy produce and meat 
are all somewhat lower than they were then. In view of the 
Present adverse balance of payments, the shortage of sterling 
funds, the prospective further decline in exports, and the 
licensing of external trade transactions, a sharp contraction 
of imports appears certain. Most overseas trade is with the 
British Empire. For the first ten months of 1938, Great 
Britain took 84.7 per cent. of New Zealand exports (some for 
re-export), and supplied 48.6 per cent. of the imports, while 
Empire countries took 90.3 per cent. of the exports and 
supplied 74 per cent. of the imports, Ministerial statements 
indicate that the new official control will be used to promote 
Closer trade with Britain. 


Internal Trade.—Internal trade remained at a high 
level throughout the year. Building increased, but a large 
Part consisted of public buildings and dwellings erected under 
the State housing scheme. Heavy public expenditure on 

and other public works, and the high wages paid, stimu- 
£No retail trade, The note circulation, which was about 

NZ64 millions in 1928 and 1929, and averaged £NZ9 
millions in 1937, reached £NZ10} millions in October, 1938. 

there are many men on relief works, etc., unemploy- 
Ment, according to official reports, has almost disappeared, 
oe farmers, who cannot compete with the rates paid on 
Public works, complain of scarcity of labour. 


neanking and Finance.— Trading bank deposits in mid- 
ember were £NZ62.41 millions in 1938, against 
27 millions in 1937, while advances were £NZ58.38 
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AUSTRALIA 


THE GOOD 
CUSTOMER 


MM YOUR ATTENTION is directed to 
EK) the following table. It gives in 
round figures the value in sterling 
of Australia’s imports of British 
goods in each oj the last seven years. 














1931-32 £17,000,000 
1932-33 ... £24,000,000 
1933-34 ... £25,000,000 
1934-35 £31,000,000 
1935 -36 £34,000,000 
1936-37 £38,000,000 


1937-38 - £47,000,000 


These figures emphasise the value of 
Australia as a customer for British 
manufactured goods, and her contribu- 
tion to the revival of the export trade 
of Great Britain since the depression, 


This favourable result, it should be noted, has 
been achieved during a period of industrial 
expansion in Australia. It shows that the pro- 
gressive development of Australia’s secondary 
industries will provide more, not fewer, 
openings for British trade, as it will increase 
the opportunities for the investment of 
British capital. 


Australia’s capacity to buy British manufac- 
tures, however, is governed mainly by her 
ability to sell her primary products in the 
British market. Moreover, a large proportion 
of the proceeds of what Australia sells to Great 
Britain is returned every year in interest to 
British investors. For Australia, besides being 
a good customer for British goods, is also one 
of the most profitable fields for British capital 
investment. 


BUY AUSTRALIAN 
PRODUCTS and HELP 
BRITISH TRADE 


Issued by The High Commissioner for 
Australia, Australia House, London, W.C.2 
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millions in 1938, against £NZ53.38 millions a year earlier. 
From November to November, too, the Reserve Bank’s re- 
turns showed an increase of £NZ7.3 millions in advances to 
the Government, both trading bank and Government deposits 
fell, and sterling exchange dwindled from £NZ16.67 
millions in 1937 to £NZ5.66 millions in 1938. Net overseas 
funds held by the Reserve Bank and the trading banks com- 
bined fell from £NZ28.02 millions at the end of October, 
1937, to £NZ11.85 millions at the same date in 1938. 

The Budget of 1938 showed a surplus of £NZ810,000, 
revenue amounting to £NZ36.06 millions and expenditure 
to £NZ35.25 millions. For 1938-39, revenue is estimated 
at £NZ35.85 millions, and expenditure at £NZ35.79 millions. 
For the first half of the financial year 1938-39, revenue was 
slightly less and expenditure somewhat greater than in the 
preceding year. The Government anticipates that the Budget 
will be balanced, but customs revenue is likely to fall in the 
last quarter of the financial year ending March 3\st, and it 
may be difficult to effect a corresponding reduction in ex- 
penditure. In addition, money is scarce: the Reserve Bank’s 
discount rate was raised from 2 to 4 per cent. on November 
11th; and, though the Government proposes an internal loan 
to finance its public works programme, it is not yet clear 
how or where the money is to be found. 


India 


IN India, as elsewhere, there was a perceptible pause in 
trade activity in 1938, though the industrial development of 
the country continued throughout the year. 


Public Finance—Revised estimates for 1937-38 anticipated 
taking Rs. 109 lakhs* out of the Revenue Reserve Fund to 
balance the Budget. For 1938-39 it was expected that the 
remaining sum of Rs. 75 lakhs left in the Revenue Reserve 
Fund would be required to balance the Budget and leave a 
small surplus of Rs. 9 lakhs. There was no increase in taxa- 
tion in the 1938-39 Budget. 


REVENUE 
(In crores and lakhs of rupees, thousands omitted) * 
Revised Budget 
Accounts, Estimate, Estimate, 
1936-37 1937-38 1938-39 
CRIRIIID. ccecpserissisvenptete 51.44.67 43,93,00 43,81,00 
Central excise duties ...... — 7,74,00 7,76,00 
Corporation tax ............ 1,50,00 1,55,00 
Taxes on income other > 15,33,51 
than Corporation tax... J 12,12,40 12,42,34 
BARE dncccocncscdiebebondcsbins 8,81,36 8,35,00 8,35,00 
QORGER. ...cocccetbaitndetbiechs 47,66 46,23 44,92 
Total (with other items) 1,21,00,19 1,22,57,04 1,22,27,72 
EXPENDITURE 
(In crores and lakhs of rupees, thousands omitted) 
Revised Budget 
Accounts, Estimate, Estimate, 
1936-37 1937-38 1938-39 
Debt services ............... 12,55,88 14,84,08 14,62,32 
Civil administration ...... 11,27,33 10,63,37 11,31,18 
Currency and mint ......... 37,71 39,05 37,43 
Civil works and miscel- 
laneous public improve- 
SOND. cssenescidepudoosin 2,52,10 2,58,64 3,12,36 
Miscellaneous ............... 3,95,08 3,85,80 3,63,45 
Defence services ......... 50,67,26 52,53,61 50,77,69 


Total (with otheritems) 1,21,00,19 





* Indian numerical notation differs from European. Large 
numbers are punctuated as crores and . A lakh is one 
hundred thousand (written out as 1,00,000). A crore is one 
hundred lakhs, that is ten millions (written out as 1,00,00,000). 
Thus, 43,93,00,000 should be read as 43 crores 93 lakhs, or, in 
European notation, 439,300,000. In the above table (and others 
in the article) the final three noughts are omitted. 


Foreign Trade,—The total value of India’s exports to all 
countries, including Burma, in 1937-38 was Rs. 181 crores 
(one crore = 10 ‘million rupees) or Rs. 4 crores less than 
in 1936-37, but Rs. 31 crores more than in 1935-36. Im- 
ports rose by Rs. 32 crores compared with 1936-37 and by 
Rs. 24 crores when compared with 1935-36. The biggest 
drop in exports was in cotton, due to the Sino-Japanese 
conflict and the plethora of American cotton. The export 
position was affected by the fall in the price of ground nuts. 
Among imports there were larger purchases of long staple 
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CuieF Exports 
(In crores and lakhs of rupees, thousands omitted) 


Percentage of 
Total E *ports 





of Merchandise 

1937-38 1937-38 

Cotton, raw and waste ............ 29,77,26 16-46 
Cotton manufactures ............... 9,29,30 5-14 
BRD, GOTT Sicen cbsiccnces cocaccccosccose 14,71,90 8-14 
Jute manufactures ...............06: 29,07,76 16-07 
Ns Scnrvsdddcheddionmecveseccoeenscbsis 24,38,69 13°48 
SED. Gciebeiendulcdhadndewhinnasbebaits 0 14,18,65 7°84 
Grain, pulse and flour ............... 9,48,89 5:24 
Metals and Ores .........ceeeeeeeeees 6,12,60 3-39 
ET ithe td ceenentinn rans waieds 7,25,42 4-01 
Hides and skins, raw .............5. 5,04,10 2-79 
Total value of all exports... 180,92,42 100-00 


CHIEF IMPORTS 
(In crores and lakhs of rupees, thousands omitted) 


Percentage of 
Total Imports 





of Merchandise 
1937-38 1937-38 
Cotton and cotton goods ......... 27,68,24 15-92 
RINE:  eprannennqhentressansrbenesecneesrs 18,69,96 10-76 
Machinery and millwork ......... 17,15,36 9-87 
Metals and Ores .........eececeeeeees 13,39,31 7-71 
Pe. era Acceckk Ses cw cdiects 8,92,30 5-13 
Instruments, apparatus and 
Bppliances .....0s.ceesecccccscsereces 6,13,36 3-53 
AstaBcial HE 00. .crrcivencsccscesscese 4,87,49 2-80 
Dyeing and tanning substances ... 3,94,06 2-27 
Wool, raw and manufactured ...... 4,14,87 2-38 
Paper and pasteboard ............... 4,14,71 2-38 
CRUD cvcccodaccavcsqncescbsscvceces 3,32,82 1-92 
Total of allimports ............ 173,78,76 100-00 


The export surplus in 1937-38 amounted to Rs. 15,88 
lakhs, compared with Rs. 51,19 lakhs in the preceding year 
and Rs. 5,11 in 1935-36. Including transactions in treasure 
the total visible balance in favour of India was the lowest for 
the three years, being Rs. 30,24 lakhs against Rs. 64.90 lakhs 
in 1936-37 and Rs. 40,52 lakhs in 1935-36, the decline repre- 
senting the falling off in gold exports. 


South Africa 


THE year was marked by many new records of achievement 
and prosperity in South Africa. The country was again one 
of the most prosperous in the world. Primarily, this is due 
to the continued expansion of the gold mining industry of 
oe ae, The following are figures relating to Transvaal 
gold: — 


1937 1938 
PEE” vacieecebcccbassesuqhess 51,129,650 54,274,850 
Yield in gold (fine oz.) ............ 11,740,891 12,156,629 
UI bo cekacbsth Seltdec etched 80,177,687 £84,019,909 
Do. (per ton milled) ......... 3ls. 4d 31s. Od. 
PUTO - nesetapencenigeneupeney> 48,477,927  £52,216,652 
Do. (per ton milled) ... 18s. 11d. 19s. 3d. 
Est. working profit .............. £31,699,760  £31,803,257 
Do. (per ton milled) ............... 12s. 5d. lls. 9d. 
Dividends declared ............... £17,070,714 £17,262,216 


The 1937 output of gold was based on an average monthly 
valuation of £7 Os. 34d. per fine ounce. That for 1938 has 
been valued at a monthly average of £7 2s. O4d., ranging 
from £6 19s. in January to the peak figure of £7 8s. 6d. per 
fine ounce in December. 

Foreign Trade.—Despite the record figures of gold pro- 
duction, the Union’s gold exports declined from £86 millions 
in 1937 to £50 millions in 1938, owing to the holding of gold 
in the Union “earmarked” on account of overseas pur- 
chasers. This largely accounts for the decline of £42 millions 
in South African . Union imports were valued at 
£95,867,000, a decline of nearly £8,000,000, largely due to 
smaller purchases of luxury articles. Customs revenue fell 
by only £816,000. Exports were valued at £83,234,000, com- 
pared with £125,161,000 in 1937. Export items which show 
major decreases are wool, which fell from £12,643,000 in 
1937 to £9,036,000 last year, diamonds which declined from 
£3,247,000 to £2,382,000, and maize which fell from 
£3,194,000 to £949,061. 

Finance.—In the first three quarters oi: the Union’s 
financial year Government revenue receipts were £29,300,000, 
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just under £90,000 below the receipts for the corresponding 
period of 1937. Over the nine months period customs and 
excise revenue dropped by nearly £1,000,000 compared with 
the previous year, but inland revenue increased by about 
£750,000 and postal revenue by about £100,000. 

Maize crop estimates point to a record. One authority 
estimates the current year’s crop at over 30 million bags. A 

surplus will be available for export. Of last year’s maize 
harvest of 19 million bags, 3,500,000 bags were available for 
export. 

Companies.—In 1938, 1,513 new companies were regis- 
tered with a total nominal capital of £5,675,379, which is 
rather lower than in 1937. Increases in capital of existing 
companies totalled £10,346,696. No mining companies of 
major importance were registered last year, the largest indi- 
vidual capitalisation being £250,000, whereas in 1937 there 
were five new companies registered with nominal capitalisa- 
tion of seven figures, six representing an aggregate of £13 
millions and one with a nominal capital of £4,000,000. 


Eire 


THE most important event in Eire in 1938 was the agreement 
arrived at in April with Great Britain terminating the so- 
called economic war between the two countries. The agree- 
ment provided for the removal of penal duties on both sides; 
for the revision by the Prices Commission of Irish protective 
duties on British goods; and for the payment by Eire of the 
sum of £10,000,000 in settlement of all outstanding claims. 
The agreement has been of great benefit to Eire. The agri- 
cultural export trade has shown signs of revival; the progres- 
sive deterioration of the balance of payments has been stayed; 
and the Exchequer has been relieved of the necessity of rais- 
ing large sums for export bounties. So far, the Prices Com- 
mission has done very little towards revising the protective 
duties, but several applications have been listed for hearing. 
The £10,000,000 was raised successfully at 3} per cent. 


Agriculture.—The agreement has undoubtedly bright- 
ened the economic outlook in Eire, but it would be idle to 
pretend that 1938 was a prosperous year. The area under 
tillage continued to fall, in spite of the encouragement given 
to beet and wheat, and the rural population further de- 
clined. Although the price of agricultural products rose, 
farmers experienced many difficulties caused by rising costs, 
and there was a persistent demand for further relief from 
rates and other fixed charges. The Government has set up a 
Commission to investigate agricultural conditions. The prob- 
lem is to increase the volume of output and to reduce costs 
of production, and there is room for considerable technical 
improvement in the industry. The utilisation of grass lands, 
increasing the fertility of the soil and the extension of 
winter dairying are matters that require particular attention. 
There is a growing realisation that the only chance that a 
small country has of enjoying a high standard of living is 
by the exploitation of its comparative advantages to the 
utmost degree, and of thus maintaining a large volume of 
external trade 


Industry.—Such a policy requires caution in the de- 
velopment of secondary industries, and the programme of 
industrial self-sufficiency is encountering an increasing 
volume of criticism. Even Mr Lemass, who is chiefly respon- 
sible for the industrial “drive,” is not as happy as he was 
a few years ago, and his speeches have been showing signs of 
— oon the success of some of his oe a, —— 
new industries are incurring losses, and some of the older 
industries, for example, the woollen trade and the breweries, 
are reducing their scale of operations. The building industry 

$ encountered considerable labour trouble, and, indeed, 
Irish trade unionism has not been very helpful to industrial 
Progress. The railways experienced a terrible year, and were 
On the verge of bankruptcy when the Government appointed 
a tribunal to investigate the whole question of transport. 

Banking and Trade.—The report of the Banking Com- 
mission, which was appointed in 1934, was published in 
August. The recommends the retention of the exist- 
ing link with sterling; the abolition of the note issue rights 
of the commercial banks; and the conversion of the Currency 
Commission into a central bank. The Banking Commission 
undertook the task of surveying the whole economic and 

: condition of Eire, and its report has attracted con- 
siderable notice and has aroused much controversy. Attention 


checked, may become dangerous: the balance of payments 
becoming increasingly passive, and the public 
debe 1S growing rapidly. The necessity of correcting these 
disequilibria is emphasised. 
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_ The recent improvement in the balance of trade (disclosed 
in the following table) is the result partly of the settlement 
Of the “economic war,” but to a greater extent of the fact 


ys apa of trade moved in favour of Eire during 


Year Imports Exports Import Surplus 
£ £ 
DOT Selenendsdeckis 44,108,332 22,856,353 21,151,969 
FOOD bs scisnescictes 41,404,903 24,241,839 17,163,064 


Economic Policy.—In spite of the improvement that 
has taken place, the import surplus on visible account is still 
too large to be covered by the credit invisible balance, and the 
country has been drawing on accumulated reserves, as is 
shown by the continuous decline in the banks’ sterling assets. 
This tendency is viewed with disapproval by the Banking 
Commission on the ground, among others, that many of 
the invisible exports are of a wasting or precarious character. 
The only invisible export that can be expected to increase is 
the income derived from tourists, and the Government has 
extended additional assistance to the development of tourist 
traffic. The necessity of increasing the volume of visible 
exports is obvious, and, as the only possible exports are 
agricultural products, the problem resolves itself into that 
already referred to in connection with the condition of farm- 
ing, namely, the increase of the output from the soil and the 
reduction of agricultural costs. 

The deadweight debt, the growth of which the Banking 
Commission regards with disapproval, is the result of the 
policies of housing and land settlement. The latter can be 
terminated if necessary, but the former must be continued. 
Here again, as in agriculture, many of the problems are tech- 
nical and there is an urgent case for an inquiry into 
methods of reducing the cost of building. Meanwhile, public 
expenditure continues to grow. Social services are being 
extended, and additional sums will have to be found for 
defence. The Government has been borrowing by ways and 
means advances and by Exchequer bills, but the capacity of 
such accommodation is strictly limited, and it is possible that 
further long-term borrowing will be necessary soon. If pro- 
duction and exports could be increased, such additions to 
the public debt would cause no apprehension, but there is 
reason to believe that recent investment has been financed 
by the liquidation of old securities, rather than from the 

of new savings. 

If the year 1938 has not been one of progress in Eire it 
has not been one of retrogression. The settlement of the 
“economic war” has given the country a breathing space 
to take stock of the situation and to mend its course in so 
far as it has strayed from the path of rectitude. The report 
of the Banking Commission, in spite of much hostile 
criticism, has helped to educate public opinion, and there are 
signs that the politicians are beginning to learn some of the 
elementary economic principles which cannot be ignored 
with impunity. As it was put by a well-known Dublin 
humorous paper, “ The situation has the Government well in 
hand.” 


Palestine 


THE main feature of the year was the continuance of the 
Arab revolt and a consequent condition akin to civil war. 
The British Government sent out a technical Commission in 
the spring to investigate the possibilities of partition in 
accordance with the recommendations of the Royal Commis- 
sion of 1937. The Commission reported in November against 
the project. The Government then announced a determined 
effort to bring Arabs and Jews together for a round-table 
Conference. The preparations for the Conference were made, 
but the terrorist campaign continued. The disorder and 
insecurity inevitably injured economic life and checked 
enterprise. 

Population and Trade.—There was an increase in the 
population during the first ten months of the year from 
1,401,000 to 1,420,000. Jewish immigration was greater than 
in the previous year, and is estimated at about 12,000 for the 
year. The main Jewish immigration came from y and 
Austria, the total from those countries being about 5,500. 

Both imports and exports during the ten months showed 
a substantial decline. The value of imports was £104 millions, 
against £134 millions in the previous year. The value of 
exports was £3,790,000, against £4,430,000. The English 
share of the imports was substantially increased, rising in 


value from £2,100,000 to £2,500,000. The value of exports to 
England fell from £2,350,000 to £1,780,000. ‘The value of 
the exports to other European countries rose by £150,000. 
That was mainly due to the increase of the orange crop in 
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the season 1937-38 and the finding of fresh markets in 
Europe. The figures of shipping in the ports of Palestine 
show a drop from 790,000 tons of cargo discharged during 
the ten months of 1937 to 600,000 in 1938; but the figures 
of cargo loaded show little change. The new port of Tel-Aviv 
grew notably at the expense of Jaffa. The effect of the public 
insecurity was shown significantly in the figures of railway 
traffic. Railway revenue fell by over one-third in the case of 
goods traffic and by nearly one-half in the case of passenger 
traffic. 


Government Finance.—During the first eight months 
of the curreut fiscal year beginning April, 1938, revenue 
declined by half a million pounds compared with the corre- 
spoading period of 1937. Customs showed a decrease of more 
than half that sum. The decrease in expenditure was only 
about £125,000, and there was a deficit of over half a million 
pounds. The surplus balance of the Government, which on 
April lst amounted to £2,400,000, was reduced on Novem- 
ber 30th to £1,890,000. 


Banking and Enterprise .—lIn spite of the local unrest, 
the shock of the autumn world disturbance was well resisted 
in Palestine. There was a decline in deposits with the banks 
and credit co-operative societies of 7 per cent. during the 
month of September; but a large part found its way back 
to the banks before the end of the year. The falling off of 
private enterprise is marked, on the one hand, by the fall in 
new capital issues from nearly £1,000,000 to £500,000 during 
the first ten months compared with the same period of 1937; 
and, on the other, by the fall in new building in the four 
principal towns to a monthly average of about 30,000 square 
metres, against 48,000 square metres in 1937. 


British Guiana 


ON most counts the 1938 trade results point to an increas- 
ingly sound economic position. 


Trade and Revenue.—At the end of November, British 
Guianas export surplus for the year stood at $2,246,217; 
exports for the eleven months were valued at $11,941,478, 
and imports at $9,695,261. At the end of November in the 
previous year, the value of exports was $11,835,109, and of 
imports $10,469,130, making an export surplus of 
$1,365,979. The figures are encouraging despite the reduc- 
tion in customs revenue. The import fall was expected; there 
had been a great deal of overstocking by Georgetown mer- 
chants in 1937 when European war clouds caused a mild 
panic. Last September’s international crisis also appears to 
have caused an increase in imports, but not to the same 
extent. 

It is probable that the revenue position will improve; it 
has already been possible to make an upward revision of the 
year’s estimated revenue. Customs will yield $125,000 more 
and income tax $50,000 more than at first seemed likely. But 
unemployment, the demand for better conditions in certain 
branches of Government service, the need for increased 
police owing to labour troubles, and abnormal weather 
conditions have led to increased expenditure. At the end of 
November there was still the prospect of an $850,000 deficit 
when the accounts for 1938 are finally audited. 

Analysis of the trade figures provides abundant evidence 
to justify the Governor’s statement to the Legislative Council 
last October, that “ the economic organisation of the Colony 
has become inadequate to support a vigorous and healthy 
life for all its people, and that a widening of the basis of 
production is urgently called for.” 


Exports and Industry.—In the eleven months, bauxite 
exports, stimulated by armament manufacture, increased by 
$338,603, but total export trade increased by only $106,369. 
There was a general downward tendency. Shipments of rice, 
livestock, coconuts, copra, and rum declined. Rice, second only 
to sugar as an agricultural staple, awaits the report of Mr H. 
Parker, manager of the Government Rice Mill at Perak, in 
the Federated Malay States, who is to outline a scheme to 
repiace the many small and mostly inefficient mills with a 
few central units. Thorough-going organisation of this 
industry would mean the conquest of the considerable West 
Indian market. Sugar exports, though limited by international 
agreement, increased by $87,496, the f.o.b. price improving 
slightly, but since the Colony’s industrial reorganisation must 
be bised on the expansion of production in export industries, 
hopes obviously cannot be confined to the chief staple in- 
dustry. Balata, a once prosperous forest ind , shows a 
$50,000 improvement in exports, but there has a de- 
cline in exnorts of timber, gold and diamonds, The outlook 
in these industries is far better than the statistical position 
suggests; there is, indeed, a feeling of real optimism that 
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1939 will see not only the complete dominance of local 
timber in the considerable home market—nearly lj of 
British Guiana’s buildings are wooden—but also a concerted 
attempt to expand exports. The feeling is based on the fact 
that the huge timber-seasoning ground which the Govern- 
ment are erecting with the aid of the Colonial Development 
Fund will be completed early this year. In spite of the some- 
what unsettled outlook in the industries whose products 
affect the small man, the year closed, as in all West Indian 
countries, in an air of great expectancy; in British Guiana 
this feeling is due, not only to the great hopes placed in the 
Royal Commission, but also to the general belief that the 
Jewish colonisation scheme will materialise. 





Western Europe 


France 


Two years after the elections of 1936, foreign threats and 
financial difficulties led to a hasty change in French policy. 
After the 1936 Popular Front Government with Socialist 
direction and the 1937 Popular Front Government with 
Radical Socialist direction, a Radical Socialist Government 
not resting on the Popular Front came into power in April, 
1938. Just a month after the Anschluss, the Senate rejected 
M. Blum’s plans for economic control, and M. Daladier 
became Prime Minister. The real effort towards economic 
recovery only began after the Munich Agreement of Septem- 
ber 30th and the subsequent withdrawal of the Socialist- 
Communist bloc into opposition. Then followed a period 
(which has not ended) marked by the advent of the liberal 
M. Reynaud as Minister of Finance, the new decrees of 
November 13th and the fiasco of the general strike on 
November 30th. The 40-hour week has practically been 
abandoned. Capital is being repatriated. Public funds are 
booming. But, only three months after Munich, the Italian 
claims on French Mediterranean territory and M. Daladier’s 
visit to Corsica and Tunisia were signs of a new situation of 
diplomatic strain. 


Monetary Policy.—After further falls from 147.30 to 
the £ on January 3rd to 154.90 on January 27th and 165.65 
on March 15th, the franc experienced heavy pressure in 
April. M. Daladier then declared that the level of 179 francs 
to the £ would not be passed. Thereafter the franc was 
kept in step with the £, and together they fell against the 
dollar, the franc to 38 at the end of the year compared with 
29.48 at the end of 1937. The gold stock of the Bank of 
France remained practically unchanged. But the recovery 
plan of M. Reynaud included a revaluation of the stock on 
the basis of 27.5 milligrammes to the franc, instead of 43. 
The proceeds of the revaluation, amounting to 31,000 million 
francs, were applied to the repayment of the advances to the 
State, which were reduced from 52,000 million francs to 
20,600 millions. 


Finance—The deficit on the 1937 Budget was 5,821 
million francs, The 1938 Budget will showan excess of expen- 
diture over revenue of 9,500 millions. Taxes were raised or 
increased in April and November, and the 1939 Budget seems 
to be balanced at 66,340 million francs, against 54,739 
millions in 1938. Nine-tenths of an extraordinary Budget 
amounting to nearly 28,000 million francs is devoted to re- 
armament. Public debt reached a new high level in 1938:— 








Debt 
Francs (000,000 omitted) 
Debt December, August 31, 
1937 1938 

Pas sie. 50,038 50,034 

Redeemable ......... 201,545 206,932 

GROAN chibi 39,216 38,974 

NN isis sshd righ task ovbicks 85,297 101 687 

Agricultural credit ............ 2,034 1,992 
‘Posts, telegraphs and tele- 

MMGRIS  dubdeverinivstsiveckoos 10,137 9,886 

388,267 409,505 


Foreign debt totals 16,000 million francs; railway debt is 
102,000 millions; colonial and public undertakings debts are 
40,000 millions; and it is estimated that the entire public 


debt by the end of 1938 reached nearly 580,000 million 
francs. 


Banking and the Money Market.—The effort to 
balance the Budget and restrain from public borrowing, the 
revision of the forty-hour week, and first signs of economic 
recovery caused a repatriation of capital and considerable 
dishoarding, with the result that interest rates fell sharply. 
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jscount rate of the Bank of France was changed on 
een against six in 1937 and 11 in 1936, and cca 
higher than 24 per cent. or 3 per cent. At the year-end it 
was 2 per cent. The commercial bill rate fell from 3.13 per 
cent, in December, 1937, to 2.36 per cent. twelve months 
later, Deposits in the large banks, however, were practically 


changed : — 
unchanged Francs (000,000,000 omitted) 


Nov. 30, May 31, Nov. 30, 
1937 1938 1938 
Crédit Lyonnais ..........++++ 11-3 12-9 11-7 
Société Générale........0.0+++s 9-1 10-4 9-1 
Comptoir d’Escompte ...... 7°6 8-6 7-9 
Crédit Ind. et Commercial... 2-0 2-3 2-0 
30-1 34-3 30-9 


From November, 1937, to November, 1938, the note cir- 
culation of the Bank of France rose from 97,000 million 
francs to 110,000 millions. 

The rise in public funds and debentures which followed 
the November decrees caused an appreciable fall in long-term 
money rates. The average yield of debentures fell from 6.16 
per cent. in December, 1937, to 4.58 per cent. at the year-end; 
and the yield of the 3 per cent. Rentes came down from 4.31 
to 3.42 per cent. Private issues, however, were the lowest for 
many years. 

Production and Prices.—The wheat crop was very large, 
amounting to 94 million quintals, against 67 millions in 1937, 
69 millions in 1936 and an average of 83 millions in 1930-35, 
The basic price of wheat was fixed by the Administration at 
204 francs per quintal, against 180 francs in 1937. Monetary 
depreciation, increased taxation and social charges caused a 
further rise in prices, which appeared to slacken during the 
summer : — 


End of July, End of 
(1914 = 100) 1937 1938 1938 
Wholesale prices : 

General index ............... 601 652 666 
Domestic products......... 650 673 692 
Imported products......... 515 613 620 
NOIIID Scticacbnesdecnc 615 638 648 
Retail prices .................. 676 690 754 

Cost of living .........cscseceee 630* 689* 


Coal output increased from 45,334,000 tons in 1937 to 
47,560,000 tons in 1938, while consumption fell from 
76,160,000 tons to 68,170,000 tons, and imports of foreign 
coal from 30,875,000 tons to 22,725,000 tons. Pig iron pro- 
duction was 5,999,000 tons, against 7,916,000 tons in 1937; 


a production 6,178,000 tons, against 7,920,000 tons in 


Foreign Trade.—The year’s imports were valued at 
45,900 million francs, against 42,300 millions in 1937, and 
exports at 30,500 millions, against 23,900 millions. The im- 
Port surplus fell from 18,381 million francs to 15,396 
millions, or (excluding trade with the colonies) from 14,879 
millions to 11,323 millions. The volume of imports fell from 
57,400,000 tons to 47,155,000 tons, and the volume of exports 
from 30,369,000 tons to 26,981,000 tons. 


Germany 


THE year 1938 in Germany was a year of important political 
events, of which the most important were the annexations of 
ustria and the Sudeten German territory. Industry and 
trade were considerably affected. Industry, which had already 
Pe the limit of its capacity at the turn of the year 
' 37-38—especially as far as the armament and building 
industries were concerned—was forced into a state of over- 
employment. At the same time there was a quickening of the 
t tempo and the construction of immense fortifica- 
ons. In many trades, but mainly in armaments, mining and 
ieee the lack of skilled labour grew. At the end of 
38 there were 456,000 unemployed in the Old Reich, com- 
Pared with a million at the end of 1937, while the number 
the gooyment totalled 19.2 millions. Including Austria and 
udeten territory, 824,000 unemployed were registered 

at the end of the year. 
able tpePonderance of State contracts led to further notice- 
ae in production, in provision for civil domestic 
had srond in price formation, with the result that the State 
se sues an even stronger control and supervision over 
See — of private industry. Commissars (generalbevoll- 
wen 4gte) were appointed for five industrial groups; they 
tion, Siven far-reaching powers to press forward rationalisa- 
the nud to bring the needs of the State, private industry and 
eee into line. Price control has been intensified, 
Prices tended to rise on account of shortages of goods. 
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Official control of raw materials continued unchanged, and 
the provision of raw materials for industry actually improved, 
because Germany was able to increase the volume of her raw 
material imports owing to a fall in world prices. Total im- 
ports remained at about the same value as in 1937, although 
exports declined; this was possible because all the Reich’s 
reserves of foreign exchange, including those of Austria and 
the Sudeten territory, were employed for the purpose. 

The Government s financial policy led to various crises. 
The financing of schemes by special bills was begun and was 
later replaced by the use of Treasury delivery certificates. 
The marked increase in indebtedness led, towards the end of 
the year, to acute cash difficulties, which ended in the dis- 
missal of Dr Schacht. Industry was in need of capital, and as 
long as the State’s control of capital continued, industrial in- 
vestments could be made only from industry’s own reserves. 
Those reserves (especially security holdings) were accordingly 
liquidated, which led to the slump in the Bourse in the 
summer, a slump later intensified by anti-Semitic measures. 


Credit and Capital.—The Reichsbank’s discount rate 
remained unchanged at 4 per cent., the private discount rate 
at an average of 2.88, and daily money at 2.9. The capital 
market was kept mainly at the disposal of Reich loans. In 
1938, capital issues amounted to about Rm. 9,000 millions, of 
which Rm. 1,000 millions went to industry and the remaining 
Rm. 8,000 millions to Reich loans. Since 1935, the Reich has 
issued loans amounting to Rm. 15,600 millions, of which 
Rm. 14,000 millions were still outstanding at the end of 
October, 1938. The pressure upon private industry was shown 
by the fact that, although compelled to rely almost en- 
tirely on itself for finance, industrial investment amounted to 
Rm. 18-19,000 millions, against Rm. 16,000 millions in the 
preceding year. 

The national income rose from Rm. 70,970 millions to 
about Rm. 76,000 millions; income from labour alone rose 
from Rm. 38,800 millions to Rm. 41,50u millions. Retail trade 
turnover rose in value from Rm. 30,900 millions to 
Rm. 33,500 millions. The Government’s great need of money 
can be judged from the fact that taxes, duties and other 
levies absorbed in all 35.5 per cent. of the national income 
against 33.5 per cent. in 1937. Deposits at savings institutions 
rose from Rm. 15,535 millions to Rm. 17,421 millions. 


Public Finance .—Again the Reich published no Budget. 
It is known that expenditure far exceeded receipts. Reich 
receipts from taxes and duties at the end of the financial 
year March, 1937-38, amounted to Rm. 13,964 millions, 
against Rm. 11,492 millions in the preceding year. From 
April to December, 1938, the Government collected 
Rm. 13,022 millions, compared with Rm. 10,478 millions in 
the corresponding months of 1937. The complete financial 
year (1938-39) should yield about Rm. 17,000 millions. The 
total receipts of the Reich, the provincial authorities and 
the local authorities, which amounted to Rm. 18,400 
millions in 1937-38, should rise to Rm. 22,000 millions in 
1938-39, This increase is mainly due to a rise in the rate of 
corporation taxes, more stringent methods of collection and a 
number of increased import duties. Taxes on real estate pur- 
chases and on beer were also increased. 

The Reich’s debts also rose considerably : — 


Long- and 
medium-term Short-term 
Foreign domestic domestic 
Debts debts debts Total 
(In million Rm.) 
March, 1933 3,003 2,751 1,514 11,690 
March, 1936 _ ...... 1,678 6,029 2,899 14,372 
March, 1937 ...... 1,442 8,611 2,383 16,058 
March, 1938 ...... 1,333 11,954 2,345 19,098 
October, 1938... 1,276 16,191 4,890 25,676 


The change over from financing by means of bills to 
financing by the use of delivery certificates has led to a con- 
siderably increased short-term debt; and it must be remem- 
bered that there are still about Rm. 10-12,000 millions of 
unconsolidated special bills outstanding. The real short-term 
debt can therefore be estimated at a total of between 
Rm, 14,000 millions and Rm. 16,000 millions. 


Prices .—Although the ban on price increases was main- 
tained, although the Price Commissar undertook to lower 
certain prices in certain domains, and although world prices 
remained well below the record levels of 1937, the German 
price indices rose a little. The reason for this increase 
was the Government’s over-riding claim on production and 
materials for its own uses; private demands were starved and 
a shortage of goods resulted. The wholesale price index 
(1913 = 100) rose to 106.4 at the end of December, from 
105.5 in the preceding December. The increase affected all 
groups, with the exception of textiles and metals, whose in- 
dices fell from 78.1 to 77.9 and 53.3 to 51.4, respectively. 
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The largest increases were in the indices for vegetable foods, 
cattle produce, fodder and building materials. The index of 
the cost of living (1913-14 = 100) also rose to 125.6 from 
125.1, compared with 124.5 in December, 1937, and Decem- 
ber, 1936. The cost of foodstuffs fell slightly, but the cost 
of clothing increased considerably. The various indices cited 
do not take into account the deterioration in the quality of 
goods, which is equivalent to an appreciable indirect rise in 
prices. 

Agriculture and Industry.—Although the shortage of 
labour is particularly marked in agriculture—the deficiency 
in man power is estimated at from 700,000 to 800,000 per- 
sons—agricultural production has increased, The crop of 
bread cereals reached 13,970,000 tons, against 11,490,000 
tons in the previous year, and 14,490,000 tons in 1936. The 
wheat crop rose from 4,580,000 tons to 5,550,000 tons and 
the rye crop from 6,920,000 tons to 8,460,000 tons. The 
crop of fodder cereals increased from 10,830,000 tons to 
11,890,000 tons. The potato crop, however, and the sugar 
beet crop fell. Grain imports rose from 2,060,000 tons to 
4,060,000 tons in volume, and from Rm. 226 millions to 
Rm. 402 millions in value. Stocks of grain amounted to 
134 million tons at the end of September, an increase of 
about 3.7 million tons over the preceding year. The value of 
agricultural production amounted, during the season ended 
July, 1938, to Rm. 12,700 millions, compared with 
Rm. 11,900 millions at the end of the previous season. The 
proceeds of agricultural sales rose from Rm. 8,910 millions to 
Rm, 9,634 millions, but working expenditure rose simul- 
taneously from Rm. 6,369 millions to Rm. 6,884 millions. 

The volume of industrial production showed a further 
increase. The gross value of production rose during the 
year from Rm. 77,000 millions to about Rm. 85-90,000 
millions, against Rm. 85,000 millions in 1929. The value of 

i production rose from Rm. 4,000 millions to 
Rm. 4,500 millions—although exports remained unchanged 
at Rm. 800 millions. Production has been mainly of invest- 
ment goods. The production of pig iron rose from 15,960,000 
tons to 18,600,000 tons, and that of crude steel from 
19,850,000 tons to 23,300,000 tons, but Austria is included 
in this year’s figures. The output of rolling mills (walz- 
werke) increased from 14,120,000 tons to 16,370,000 tons. 
Yet shortage continued and the system of rationing in favour 
of armaments and exports had to be retained. Domestic iron 
ore production (inclusive of Austria) rose from 7,360,000 
tons to 10,170,000 tons, and imports increased, during the 
first three quarters of the year, from 14,890,000 tons to 
16,760,000 tons. Coal output rose from 184,500,000 tons to 
about 186,200,000 tons, but coal exports fell considerably. 
The production of domestic textile raw materials (including 
cellulose wool and artificial silk) again greatly increased from 
199,400 tons to 260,500 tons. 


Foreign Trade.—The foreign trade policy of the Reich 
remained unchanged. The shrinking of world markets and 
lower prices combined with a heavy domestic demand, 
caused a recession in the value of exports from Rs. 5,788 
millions to Rm. 5,257 millions (for the Old Reich alone). For 
Greater Germany exports were valued at Rm. 5,619 millions. 
Since the domestic demand for foreign raw materials and 
foodstuffs actually increased, imports remained almost un- 
changed at a value of Rm. 5,449 millions (for the Old Reich), 
against Rm. 5,375 millions in 1937. Imports into Greater 
Germany amounted to Rm. 6,052 millions. In 1937 an export 
surplus of Rm. 443 millions was recorded. In 1938 there was 
an import surplus of Rm. 192 millious for the Old Reich, 
and of Rm. 432 millions for Greater Germany. 


Italy 


reasonably satisfactory, yields being generally higher than in 
recent years. The wheat crop was 8,100,000 tons, against an 
annual average of 7,323,000 tons during the three years 
1935-37. Similar comparisons for other crops run as follows: 


Annual Actual 
Average Yield 
(Tons) 193: 1938 

NE ncedevinecaamnnee 141,000 113,000 
Barley ............... 210,000 248,000 
SOM abecovddaphbudues 539,000 629,000 
Spring maize........ 2,981,000 2,936,000 
identackes chiebiec V 686,000 (est.) 
Hlemp................. 87,000 109,000 
TN Se era 2,500 3,600 
Grapes ..........0.+0 6,185,000 5,971,000 


Prices were from 10 to 20 per cent. higher. 
The following are the indices of industrial Production 
published by the Corporation Department (1928 = 100): — 
1935 1936 1937 1938 1938 
11 mos. Noy. 


SE ntathscriocediexneyes 76-8 70-1 83-7 82-3 94.6 
Iron and steel .............. 112-2 106-0 114-1 111-3 115+} 
Engineering...............+. 101-9 120-0 131-8 134-1 138.7 
POPE 000.0. ccccssccescesceees 139-7 123-2 150-0 142-8 147.6 
iracccivccinianiebacte 162-3 91-9 95-9 89-7 98.4 
Electricity, gas ............ 135-8 140-5 154-6 156-9 152-6 
OY eee 98-9 110-3 127-8 135-0 137-8 
Chemicals .........ccc0c00». 99-6 107-4 133-2 129-4 136-8 
General index .............. 102-4 95-5 108-7 106-9 115.8 


The general index progressed from 105.5 in January to a 
maximum of 114.7 in March, falling to a minimum of 88.8 


in August, rising again to 108.4 in September and to 115.9 
in October. 

Foreign Trade.—Trade with the colonies is now 
separately stated. 


(In million lire) 


Imports (—) 
Exports (+) 
Surplus in Trade 
Imports from Exports to with 
Foreign Foreign Foreign 
Coun- Coun- Coun- 
Colonies tries Colonies tries Colonies tries 
1929 ...... 22,313 14,999 —7,314 
1933 ...... 78 7,354 212 5,579 + 134 — 1,575 
1934 ...... 93 7,582 259 4,965 + 166 — 2,617 
1935 ...... 117 7,673 750 4,488 + 633 — 3,185 
__. eae 5,882 1,718 3,824 + 1,561 — 2,058 
BGG? 4.505 350 13,592 2,580 7,853 + 2,230 — 5,739 
1938 ...... 206 10,918 2,419 7,960 + 2,213 — 2,958 
eee as 8,027 1,524 4,638 + 1,317 — 3,389 
1938* .... 154 dite 1,429 4,701 + 1,307 — 1,747 


* Converted into lire at the legal rate before the realignment 
of October 6, 1936. 


The adverse balance of trade was drastically reduced, 
almost exclusively by reducing imports. Reductions were 
possible partly through good wheat and corn harvests, partly 
because stocks, depleted during the African campaign, were 
replenished in 1937; and, finally, through better terms of 
trade with foreign countries, Foreign trade is now at a lower 
level than in 1933. The direction of trade has also changed: 


(In million lire) 


Imports Exports 
1933 1937 1938 1933 1937 1938 


United Kingdom.......... 727 561 703 689 639 580 


OE kin coninc cdnisincines 413 491 248 459 438 322 
Switzerland .............+. 271 412 373 483 507 489 
GRID ercocenesncepscces 1,143 2,589 2,981 729 1,503 1,983 
MEE Sachs sbnins eo chee ck bk 175 631 ae 131 289 ... 
United States ............1,115 1,539 1,316 529 783 774 
Argentina ................. 248 1,054 271 381 402 404 


Germany is the only country which appears to be increas- 
ing her trade with Italy. 

Traffic.—Internal trafficis growing. The State Railways 
have fared as follows (from July Ist to June 30th):— 


Tons Carried Traffic Revenue 
7000 omitted Million lire 
Passengers Goods Total 
1983-4 ............ 40,214 1,126 1,593 2,719 
1934-5 ............ 42,796 1,101 1,514 2,615 
1935-6 ............ 47,089 1,188 1,968 3,156 
1936-7 ...........8 51,481 1,284 2,262 3,546 
1937-8 ............ 57,394 1,437 2,566 4,003 


Prices.—Cost of Living and Wages.—Changes in the 
level of wholesale prices and in the cost of living (1928 = 100) 
have been as follows :— 


g 
: 
Gi 
g 
= 
2 


Wholesale— (Dec.) 
General index ...........es0000 95-4 68-2 89-1 96-4 
Raw materials .............. 95-3 65-6 89-5 91-7 
Semi-finished goods ...... 97-5 74-9 101-3. 111-7 
Finished products ......... 94-4 68-3 84:0 96:1 
Retail :-— 
Home produced............. 105-5 67-3 86-3 95-4 
Imported ..............00.006 105-6 73-0 102-7 106-6 
dekisde Saicibecndssce 108-1 55-8 81-7 84-8 
Cost of Living .........cc0.s0006 101-1 77-5917 = 99-12 
* Yearly average. 


Prices now appear to have come back to about the 1929 
level. Devaluation was only one among many influences 
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which helped to reverse the trend of prices. Export prices, 
which suffered most during the crisis, are also slower to 
recover ground, in comparison with 1929. The cost of living 
is almost back to the 1929 level; in December, 1938, the 
index number was 99.97. The wages index has gone from 
94.3 in 1935 to 100.5 in 1937; but there are no later data. 
In October, 1938, the number of persons in employment was 
43 per cent. higher than the 1934 figure. 


Money Market and Stock Exchange .—The year showed 
a featureless money market. The official rate was unchanged 
at 4.50 per cent.; private rates for commercial paper between 
5 and 5.50; and monthly settlements were carried over at 
4 to 5.75 per cent. On the Stock Exchange, share-values, 
which had closed in 1937 at 48.8 (1924 = 100) after a bottom 
at the end of 1935 of 35.3, rose to 50 at the end of February, 
1938, and then hovered around 48, closing finally at 46-47. 
Saving and current account deposits increased from 74,627 
million lire at the end of 1936 to 79,575 at the end of 1937 
and to 82,408 millions at the end of September, 1938. The 
number and capitalisation of Italian joint stock companies 
changed from 20,018 companies at the end of 1937 to 
20,660 at the end of November, 1938, and their capital pro- 
gressed from 47,695 to 52,807 million lire. The increase was 
mostly in paper transactions from reserve to capital account. 
Failures are fast diminishing : — 


Ordinary Failures Small Failures 
Number Liabilities Number Liabilities 
(Thousand lire) (Thousand lire) 
1933 ...... 9,954 1,380 11,359 118 
1934 ...... 8,211 1,051 10,258 106 
1935 ...... 6,864 739 10,578 109 
1936 ...... 5,287 501 8,554 82 
1937 ...... 3,209 251 6,153 56 
1938 2,846 236 5,171 46 


Public Finance.—No figures were published regarding 
the accounts after the Budget speech of May 18, 1938, The 
total deficit (ordinary and extraordinary expenditure in- 
cluded) was 2,030 million lire for the fiscal year ending June 
30, 1935; 12,685 millions for 1935-36; 16,230 millions for 
1936-37. For 1937-38 the deficit was preliminarily estimated 
at 12,173 millions, but owing to a high yield from the new 
tax on joint-stock companies, the Minister of Finance hoped 
that the deficit would be kept under the 12,000 millions level. 
For the current fiscal year a surplus of 37 millions, and for 
the year 1939-40 a deficit of 4,755 millions, were originally 
estimated; but these figures are largely a guess, since they do 
not include unforeseen extraordinary expenditure. Following 
the two 5 and 10 per cent. extraordinary taxes on land and 
real estate capital and on joint-stock companies, a third 
extraordinary tax of 74 per cent. was applied to the capital 
of private companies and concerns. 


Belgium 


THE year 1938 was politically and economically not very 
favourable. The year began with the Janson Cabinet in 
power, and this gave place to the Spaak Cabinet in May. 
The great difference between these two Ministries of National 
Union was at the Ministry of Finance. In the Janson 
Cabinet, M. Soudan succeeded M. de Man as Minister of 
Finance ; but after M. Spaak became Prime Minister, the 
office was given to M. Max Léo Gerard, an upholder of the 
Most strict and orthodox financial methods, who was in turn 
followed in December, 1938, by M. A. E. Janssen, another 
stickler for orthodoxy. 


Finance and Industry.—To meet the deficit occasioned 
by the economic depression, the Government proposed 
Several tax increases ; but, as these were only enforced during 
the second half of 1938, the Budget year will close with a 
deficit estimated at between 500 and 800 million francs. 
Even so, fiscal receipts were not unsatisfactory, showing in 
1938 a total of 9,670 million francs, compared with 9,680 
millions in 1937 and 9,068 millions in 1936. The Treasury 
has called for only one loan during the year: for 1,000 
million francs at 5 per cent. 

_ Industry has been seriously affected by the world depres- 
sion. The textile industry suffered heavily. The metal 
trades, after experiencing rough weather during the first 
six months, picked up again at the end of the year, but 
Output is still much lower than it was in 1937. Coal mining 
all had a difficult time owing to heavy expenses, and especi- 

Y because of the reduction of the working week from 48 
to 45 hours. The Belgian coalfield now yields appreciable 
fee Only in the best mines. A Government proposal to 

P the coal industry by a tax of 10 francs on every ton of 
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coal imported met with well-founded opposition from all 
other industries. 


Production Coal Steel 
Metric Tons 
Ee 27,875,000 3,105,000 
kia raeet tics 29,680,000 3,775,000 
Beibeussacescces: 29,575,000 2,213,000 


During 1938, coal stocks increased by 14 million tons. 
The,metal industries at the end of the year were producing 
at a rate equivalent to 2,700,000 tons annually. 


Foreign Trade.—Belgium’s foreign trade inevitably 
fell away in 1938, but the decline was no more severe than 
the average fall in other countries. In the closing months of 
the year signs of recovery were noticeable—more so than 
in most other countries. Indeed, in the last quarter, Belgian 
trade showed an export surplus—which is very unusual for 
Belgium, where important invisible exports normally cover 
a surplus of imports. 


Foreign Trade Imports Exports 
Millions of Francs 
IBSB......ccccresee. 21,700 19,750 
TOD pccacaceseesces 27,650 25,500 
BOGS. ..cicecesececs 23,185 21,730 


Exports to Germany have suffered from the foreign 
exchange policy of the Reich; and sales to France were hit 
by the devaluation of the franc. 


Money and Finance.—The Belgian franc remained 
fairly stable, except in May, when the French devaluation 
apparently threatened the Belgian exchange. Otherwise 
the Belga has remained near the gold import point, and 
there have been important gold imports. In the May panic, 
it is true, 4,000 millions of gold were exported in a few weeks ; 
but by the end of the year this gold was back again in the 
National Bank. The official gold reserve of the National 
Bank amounted, at the end of the year, to more than 17,000 
million francs ; and to this must be added the Treasury’s 
reserve and the excess gold reserves of the National Bank. 
The country’s total gold reserves amounted to 22,500 million 
francs in all. Discounts and advances made by the National 
Bank went up during the May panic, when the volume of 
stocks and securities increased sharply from 1,000 million 
francs to 2,500 millions, falling again rapidly afterwards. 
During the international crisis of September, although the 
National Bank continued to receive gold, it had at the same 
time to increase the amount of its credits to allow private 
banks to meet their depositors’ demands. By the end of the 
year these exceptional credits had been refunded. 

Prices on the Brussels Stock Exchange have, on the whole, 
depreciated abnormally, the chief factor in this decline being 
the international situation. Financial operations in 1938 
were not of great magnitude. Share issues were relatively 
unimportant. But dividends paid were considerable, 
amounting, for the complete year, to 4,200 million francs, 
against 3,800 millions in 1937. It is feared, however, that 
the year 1939 will be much less favourable in this respect. 


Savings.—National savings were again high. Hoarding 
was widespread. The Savings Bank (Caisse d’Epargne) 
closed the year with the same volume of deposits as a year 
ago (approximately 12,500 million francs), and the banks 
show an appreciable reduction in current accounts. 





Spain 


TurouGHouT the course of another year the Spanish Civil 
War has continued unabated, and, although important de- 
velopments have occurred in the last few months, inat- 
ing in the fall of Catalonia, the position has not yet 
reached a point where a certain cessation of the tragic and 
impoverishing conflict can be definitely forecast. In existing 
circumstances, it is still quite impossible to foresee how the 
country will emerge economically from the struggle, or to 
appreciate how far-reaching the results may be upon general 
business conditions there. The Insurgent forces under 
General Franco now occupy more than two-thirds of Spain, 
having, in the spring offensive, carried their lines on the 
Northern front through to the Mediterranean, and cut off 
Catalonia from the remainder of the Government territories 
radiating southwards and eastwards from Madrid to the sea. 


Foreign Trade.—The overseas commerce of Republican 
Spain is at a serious disadvantage by reason of the vulner- 
ability of its ports (now located only on the Mediterranean) 
and the ships that serve them to attacks by the Insurgent 
navy and aircraft. The disposition of the Insurgent zone, on 
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the other hand, gives ample shipping facilities, as this terri- 
tory includes the whole of the coastline on the Atlantic as 
well as several important ports on the Mediterranean sea- 
board. Figures published by the British Board of Trade show 
that United Kingdom trade with Spain as a whole has con- 
tracted very considerably since the outbreak of the war, and, 
although it is not possible to say with any exactitude to what 
extent the smaller trade with the United Kingdom can be 
ascribed to diversion of commerce to other countries, or to an 
actual fall in the total volume, it is believed that shipments 
from Insurgent Spain to both Italy and Germany are now at 
a higher level than in 1935. Exports from Government terri- 
tory to France are likewise understood to be well maintained, 
as well as French shipments to Spain. 

Imports from the whole of Spain (excluding the Canary 
Islands) into the United Ki were Officially reported to 
have fallen in value from £11,119,000 in the year 1935 to 
£8,628,000 in 1937, and to £4,296,000 in the first nine 
months of 1938. Similarly, British exports and re-exports to 
Spain totalled £5,758,000 in 1935, only £3,411,000 in 1937 
and £3,275,000 in January-September, 1938. a 
British export trade to Spain, taken as a whole, was er 
in 1938 than in previous years, coal exports showed a sharp 
expansion, shipments in the first nine months being valued 
at £981,150, against £597,842 and £564,234 in the same 
periods of 1937 and 1936, respectively. Similarly, shipments 
of coke and manufactured fuel advanced in value to £110,931 
from £84,935 in January-September, 1937, and £47,584 in 
the same months of 1936. Shipments of iron and steel and 
iron and steel manufactures fell to £150,953 from £282,795 
in 1937, but compared with £88,978 in 1936. Other impor- 
tant exports from the United Kingdom included tin, 
machinery, chemicals and codfish. 

Among British imports from Spain, outstanding increases 
have occurred in iron pyrites—from £159,869 in the first 
nine months of 1936 to £320,119 in the same months of 
1938—and in non-ferrous metals which advanced from 
£180,340 to £327,340. Arrivals of iron ore and scrap from 
Spain, on the other hand, have shown a declining tendency. 
Imports of potatoes from Spain have shown a sharp reduc- 
tion, but potatoes and tomatoes imported from the Canary 
Islands are higher in value than in 1935, although bananas 
are slightly lower in aggregate worth. Exports of Spanish 
wine to the United Kingdom have been maintained, but 
oranges and lemons are both on a smaller scale. 


Finance .—The effects of the war upon Spain’s finances 
cannot yet, of course, be gauged, but undoubtedly the 
wastage of national resources must have been, and must still 
be, enormous. Insurgent territory comprises areas rich in 
minerals, olives, wines, etc., and exports of these products 
have no doubt been fostered as the principal means of pay- 
ing for the supplies necessary to prosecute war. The Madrid 
Government, on the other hand, was in possession of the 
country’s official bullion reserves, but it is not known to what 
extent these have been drawn upon. Exchange rates might be 
expected to reflect the strained economic position, and, 
although the Government official rate is now about Ptas. 110 
to the £ sterling against 36} at the outbreak of hostilities 
in July, 1936, the rate controlled by the Burgos authorities is 
only Ptas. 42.45. The comparative measure of depreciation is 
evidenced by the periodically-fixed surcharge which is applied 
where Customs duties—expressed in gold—are paid in paper 
pesetas: in July, 1936, this surcharge was about 138 per cent., 
and in early 1938 was 266 per cent. in Barcelona (to which 
city the seat of Government had then been transferred) and 
177 in Burgos. At the close of 1938 the Government sur- 
charge had risen to 637 per cent. and the Insurgent to 196 per 
cent. 


Portugal 


PORTUGAL’S present financial and economic outlook is dull 
but sound. Expansion of the corporative idea, with the State 
as guide and protector rather than dictator, is based on the 
cumulative experience of the past ten years. Living costs have 
been kept stable; social services and indirect benefits to labour 
are growing in scope and importance. 


Trade.—Trade in 1938 showed a slight drop when com- 
pared with the 1937 figures. Taking a conto (1,000 escudos) 
as the equivalent of £10, the comparison, in round numbers, 
reads as follows: — 


(Ist eleven months) 
Imports Exports 
1937 1938 1937 1938 
£20,031 ,000 £18,865,000 £10,189,000 £10,993,000 


The changes in Portugal's trade with principal countries 
were as follows : — 


Imports from Exports to 

Percentage of Percentage of 

Total Imports Total Exports 
1937 1938 1937 1938 
United Kingdom...... 19-07 17-78 21-38 21-09 
Germany ..............: 14-82 15-61 10-93 13-5] 
United States ......... 10-85 =—-:11+23 8-11 5-19 
Belgium-Luxemburg 9-01 6-56 4-79 4-75 
SENET - dnshuneediaaanhses 2°85 2-14 4°14 5-79 


Increased shipments of resin and turpentine account 
almost entirely for the rise in Germany’s share of Portugal’s 
exports. 


Banking and Savings.—The latest banking returns re- 
flect the trade recession. Comparing 1938 with 1937,one notes 
a small drop in cash in hand and deposits with other banks, 
a slight contraction in both sight and time deposits, and a 
small increase in discounts and advances. The better-off 
middle classes, whom it would be misleading to call rentiers, 
inasmuch as they are almost all still active in business or the 
professions, have been very hard hit by Brazil’s default. 
Local estimates put at some sixty millions sterling the 
amount of Portuguese savings invested in Brazil and now 
receiving little or no return. Hence personal retrenchment 
has been widespread, with the natural and direct effect on 
consumption, The year 1938, inauspicious commercially 
everywhere, has hit Portugal, but she is still better placed 
for taking immediate advantage of even a slight improve- 
ment in world trade than are many larger countries—especi- 
ally if the end of the troubles in Spain are in sight. This 
would mean brisk business, to say nothing of a resumption 
of tourist traffic hither, a source of direct income which 
before 1936 brought to Portugal and her Atlantic islands, 
Madeira and the Azores, close on £1,000,000 per annum. 

Finance.—Dr Salazar’s cardinal principle, living within 
one’s income and keeping something in hand, will, judged 
by the Budget figures available to November 30, 1938, show 
a surplus of receipts over expenditure of 422,420 contos, this 
figure including the carry-forward from 1937 of some 
215,325 contos. The estimates for 1939 perforce show a sharp 
increase in extra-ordinary expenditure—the allocation to the 
Ministry of War is doubled at 400,000 contos and there is 
an increase of 56,163 contos for public works and communi- 
cations—but, as the following table shows, there will still 
be an estimated net surplus if all goes well. 





1938 (contos) 1939 (contos) 
Ordinary Extra-ordinary Ordinary Extra-ordinary 
Revenue Revenue Revenue Revenue 
1,994,600 477,900 | 2,029,200 786,000 
Ordinary  Extra-ordinary| Ordinary Extra-ordinary 

Expenditure Expenditure Expenditure Expenditure 
1,988,200 481,000 2,019,800 793,400 





It will not be easy to work to these estimates if general 
trade conditions take a turn for the worse. The changed 
position in Spain, however, and widespread signs of greater 
interest in Portugal’s possibilities, warrant the belief that 
a will see the Government close its books with a balance 
in hand. 


Holland 


ECONOMIC events followed a rather erratic course in 1938. 
The recession which set in at the end of 1937 continued 
throughout the spring, but the falling-off in business was 
arrested later in the year by the recovery in the United States. 
Political disturbances abroad also left their mark, and on the 
Amsterdam Stock Exchange and in the foreign exchange 
and new issue markets calm and stability was considerably 
upset, Generally speaking, however, the various indices of 
economic activity show that there is no prospect of any 
serious setback such as that of 1937. 


Shipping.—The end of 1937 marked the end of a pros- 
perous period in the history of Dutch shipping. The decline 
in world trade during 1938 did not, however, serious!) 
influence Dutch shipping, although the year’s results were. 
of course, well below the 1937 level. Despite the fact that 
the merchant fleet was increased by 130,000 tons in 1938. 
hardly a single ship was laid up. The index of ocean freight’ 
to and from Dutch ports fell in November to 66.9 compare 


with 103.7 in the exceptionally satisfactory month of 


November, 1937. 


Money and Finance.—The market for new issues 
provided no reason in 1938 for rejoicing ; the total of loan 
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jssues for new investment was scarcely higher than in the 
receding year amounting to 151 million guilders against 
147 millions in 1937. This fact endorses the conclusion 
that trade and industry in this country failed to attain an 
appreciably higher degree of activity than in 1937. The 
note circulation, however, showed a material increase in the 
course of the year. On January 10, 1938, the circulation of 
bank notes amounted to 875 million guilders; by 
December 27 the circulation had increased to 991} millions, 
arise of 116} millions, It might be assumed that such an 
increase clearly indicated greater requirements of cash for 
commerce and industry, but it should be remembered that 
most of these additional notes were brought into circulation 
during periods of political tension, that is to say, in March 
and April and in September. The notes then brought into 
circulation have not yet found their way back to the bank. 
Throughout the year, abundance of supplies of capital was 
reflected by extremely low rates on the money market. 
Prolongation money was quoted at the constant figure of 
} per cent., and private discount rates were never above 
} per cent. These rates do not apply to September, when 
private discount rates touched 1} per cent. and prolongation 
money occasionally commanded 2} per cent. 


Foreign Trade.—Both imports and exports declined in 
terms of both volume and value :— 
(In millions of guilders) 


| Imports | Exports 


1935 | 1936 | 1937 | 1938 | 1935 | 1936 | 1937 | 1938 


Ist Quarter .....0-s+ssss0e 226 | 233| 336] 357/ 160| 156] 246| 254 
Qnd quarter ........0e0s 229 | 234] 410] 344] 159] 163] 286| 245 
Grd quarter ........:ss0000 228 | 243] 298| 352] 174] 194] 314] 268 
4th quarter .......c.00000: 253 | 307] 406] 362] 182] 233] 302] 272 





(In thousands of tons) 


Imports 





1935 | 1936 | 1937 | 1938 | 1935 | 1936 | 1937 | 1938 
Ist quarter .......scce00es ws 14,506 | 4,846 15,135] ... | 3,137 | 3,789 | 3,555 
Qnd quarter ....ccssssee 4,841 | 5,951 | 5,523 3,093 | 4,022 | 3,479 
Srd quarter .......ccses00e 5,407 | 6,591 | 6,208 3,347 | 4,081 | 3,650 





The heavy fall in the volume of both imports and exports 
after the peak of 1937, is striking confirmation of the general 
trend away from prosperity at the beginning of 1938. 


Prices. — The course of Dutch prices was down- 


WHOLESALE PRICES 


(1926-30 = 100) 
General 
Food index 
BT vordenthicdseddacceriuess 100-4 99-7 
lettin da ea laainn ne 66-4 63-8 
ei setae Giana ne 75°8 76:2 
1938 (December) ...... 74-5 70-6 


The index of the cost of living was little changed : — 
(1911-13 = 100) 


MOG De isch Sacsiiesie 140-1 
I saa hain 136-2 
Si siti iltsinmnittinmniabace 131-9 
Se ell etn incase 137-3 
1938 (December) .......-. 137°4 


It will be seen that the index has now been above the 1935 
level for two years. 


Finance and Industry.—There was an increase in the 
Sold reserves during the year. ’ 
(In million guilders) 
1934 1935 1936 1937 1938 
670 654 1,147 1,461 


ec. 819 760 8si8 978 
Official discount rate ... 2-50 3:99 2:84 2-00 2-00 
Private discount rate 

ee ier 0-87 3-15 1°71 0-28 0-19 


“ The a Stock Exchange index showed an encouraging 


Gold stock (Dec.) 
note circulation 


1934 1935 1936 1937 1938 


66-0 104-0 97:8 
4:19 3-33 3-20 


General index for shares 
Yo ae 55-0 55-0 
ield debentures (Dec.) 4-03 4:24 
Ssues (million guilders) — 

ew money ” ahi Y 209 53 201 147 151 
87 2,448 1,940 


Conversions ............ 2,043 173 
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The unemployment returns continued to fall from the high 
level of 1936:— r . 
1934 1935 1936 1937 1938 


In th d 
manor) of unemployed Ree 


NE 332-8 384-7 414-5 368-9 355-4 
Coal production during the year fell below the 1937 level: 
1938 1937 1936 


In thousand tons 


cotneeaiis 13,487 14,231 12,802 





Switzerland 


DESPITE generally unsettled conditions, the economic situa- 
tion remained good. Exports were maintained and even 
Showed some advance; and unemployment fell slightly. But 
there was a fall in tourist traffic and the earnings of transport 
undertakings were diminished. 

Money and Banking .—Since December, 1936, the official 
discount rate has been unchanged at 14 per cent. Interest 
rates on long term deposits ranged in 1938 from 1 to 2 per 
cent., and rates were about 1 per cent. on short term deposits. 
The National Banks gold reserve oscillated between 2,786 
million francs and 2,889 millions. The sterling exchange 
ranged between 21.61 francs to the £ in January and 20.60 
francs in December. Money was abundant and cheap, and the 
Federal Railways, Cantons and Communes issued conversion 
loans at 3 to 34 per cent. Borrowings of the Confederation, 
Cantons, Communes and industrial and financial concerns 
totalled 818,436,000 francs, against 717,500,000 francs in 
1937, while foreign issues on the Swiss market totalled 
Se francs, compared with 266,830,000 francs in 


Finance.—The Federal finances felt the heavy burden 
imposed upon them by the increasing expenditure for national 
defence. The estimated deficit of 42 million francs for 1937 
was reduced to 15 millions, but the estimated deficit of 57 
millions for 1938 is likely to be exceeded. For 1939, expendi- 
ture is estimated at 568 million francs, and receipts at 481 
millions, with an estimated deficit of 87 millions. The rise in 
expenditure is mainly due to re-armament, for which over 
650 million francs have been expended during the past three 
years. The receipts of the Federal post, telephone and tele- 
graph services were very favourable, the aggregate surplus 
being 78.9 million francs for the first eleven months, against 
75.3 millions in 1937. The receipts of the Federal Railways 
were lower at 321.4 million francs, compared with 338.3 
millions in 1937, and their surplus was 104.7 millions against 
126.4 millions in 1937. 


Tourists and Employment.— During January-November 
3,313,000 tourists, of whom 1,358,000 were foreigners, visited 
Swiss hotels, compared with 3,433,000 and 1,522,000, respec- 
tively, in 1937. Unemployment was lower than in 1937, 
except in December when, for seasonal causes, it rose above 
the 1937 figure. The number of registered unemployed was 
95,722 in January (110,754 in January, 1937), 48,658 in June 
(50,830 in June, 1937), and 91,257 in December (87,311 in 
December, 1937). 


Trade.—Imports in 1938 were valued at 1,606 million 
francs, compared with 1,807 millions in 1937, and exports 
at 1,316 millions, against 1,286 millions in 1937. Imports 
from the United Kingdom were 95 million francs (112 
millions in 1937) and exports to the United Kingdom 148 
millions (143 millions in 1937). The main features of foreign 
trade were the increase in machinery exports, which totalled 
236 million francs, against 188 millions in 1937, and the 
satisfactory sales of the watchmaking industry, which 
amounted to 241 million francs, against 239 millions in 
1937. 


The index of wholesale prices (1914 = 100) ranged from 
110 in January to 106 in December, while the cost of living 
index (1913 = 100) fell from 138 in January to 137 in 
December. 


Eastern Europe 
Hungary 


THE outstanding event in 1938 was the return of 4,875 square 
miles of territory from Czecho-Slovakia as a result of the 
Munich Conference. The population of the territory is about 
one million, and the total population of Hungary now 
exceeds 10 millions. In addition to a German minority of 
about 500,000, there is a Slovak minority of approximately 
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300,000. There are about 600,000 Jews in all Hungary who, 
under proposed legislation, will have a special status; their 
economic and cultural activities will be restricted. As a 
result of the Austrian Anschluss and the inclusion of 
Czecho-Slovakia in the German political and economic orbit, 
Hungary has become increasingly dependent, both economi- 
cally and politically, on Germany. : 

Economic recovery was interrupted by the radical political 
and social changes and the almost chronic uncertainty, which 
prevailed through the greater part of the year. In spite of 
the good harvest, the balanced Budget and the considerable 
export surplus, leading stock prices reached the lowest level 
for many years by the end of 1938. The severe recession in 
the stock market is largely caused by uncertainty about the 
economic status of the Jews who control or own a large part 
of the country’s mobile capital. A contributory factor is the 
capital levy, necessitated by the re-armament and public 
works programme. 


Five-Year Plan.—The operation of the Government’s 
five-year plan for military equipment and social improve- 
ments, especially in rural districts, involving an expenditure 
of 1,000 million pengé, of which 400 millions will be raised 
by loans and 600 millions by a capital levy spread over several 
years, began in the second half of the year. The breaking up 
of large estates and the settlement of landless peasants also 
made appreciable progress. 


Public Finance The ordinary Budget for 1937-38 dis- 
closed a surplus of 68.8 million pengé and has more than 
counterbalanced the 49.3 millions deficit on the State enter- 
prises. The surplus was spent on public works. Total re- 
ceipts of the Administration in the budgetary year, ended 
June 30, 1938, amounted to 900 million peng6, against $71 
millions in the preceding year. Revenue in the second half of 
1938 continued to come in satisfactorily, and, in spite of 
the heavy military expenditure incurred on account of the 
mobilisation in the autumn, the available funds of the 
Government with the National Bank at the end of the year 
were still over 140 million peng6. 


Currency and Credit.—The balance sheet of the National 
Bank reflects the important changes that have taken place 
in Greater Hungary. The note circulation of the bank at the 
end of the year amounted to 863.0 million pengo, against 
466 millions at the end of 1937—an all-time high—which is 
partly explained by the exchange of Czecho-Slovak bank- 
notes in the Northern districts into pengé notes, and partly 
by the withdrawal of saving deposits amounting to approxi- 
mately 100 million pengd. The gold and foreign exchange 
holdings of the National Bank have risen from 149.4 million 
pengo to 220.6 millions. The Czecho-Slovak notes in the 
bank’s portfolio are not included in the exchange reserve. 
The commercial bill portfolio of the bank increased slightly 
to 511 million pengé, compared with 449.7 millions at the 
end of 1937. The Government debt to the bank has increased 
to 191 million pengo as a result of the land reform policy. A 
special Government credit for the exchange of the Czecho- 
Slovak banknotes amounting to 78 million pengd was in- 
Cluded in the Bank’s balance sheet at the year end. 


Foreign Trade.—In the first 11 months of the year the 
value of foreign trade increased by about 10 per cent. com- 


pared with the same period of 1937. Comparative figures are 
as follows :— 


In million pengd 
1938 


1937 
TUNED  Srtdees sd scidetccs 528-4 478-0 
BEPGTED ie. .cicsicevessces 428-7 373-5 
Export Surplus ...... 99-7 104-5 


The increase in the export surplus is due to larger exports 
to Germany. Including exports to the former Austrian 
territory, Hungary’s export surplus to Greater Germany in- 
creased from 24 million pengé in 1937 to 61 million 
pengo in the first 11 months of 1938. On the other hand, 
the export surplus to Italy in the same period fell from 
40 to 20 million pengé. In spite of the increasing difficulty of 
securing convertible foreign exchange, Hungary has met the 


one her foreign debts as agreed with her creditors 
in ; 


Czecho-Slovakia 


The Crisis.—Throughout 1938 Czecho-Slovak economic 
life was strongly under the influence of political events. 
Austria’s Anschluss with Germany in March had consider- 
able significance for Czecho-Slovakia, owing to Austria’s 


close economic relations with this country. Subsequent 
political agitation in no way improved the economic con- 
ditions in the Sudeten area and brought unrest into the 
money market, On May 21st part of the military reserves 
were called to arms. The Government later negotiated with 
the Sudeten-Germans and accepted the English suggestion 
that Lord Runciman should be sent to Czecho-Slovakia as a 
mediator. His efforts remained without effect. The Czecho- 
Slovak Government accepted almost all Henlein’s de- 
mands, but he broke off negotiations. The Government had 
then nothing to do but-accept the Anglo-French proposals. 
M. Hodza’s Government was replaced by the Government of 
General Syrovy. On September 23rd mobilisation was 
ordered. On September 30th the Government accepted the 
Munich agreement. President Benes resigned. In Slovakia 
and Subcarpathia independent governments were formed 
and the State was turned into a Federal Commonwealth. An 
agreement with Poland was reached regarding new 
boundaries and boundary revision between Slovakia and 
Hungary took place after the decision of the Vienna Con- 
ference. The Czecho-Slovak people remained on the whole 
steady. Peace was saved at the expense of Czecho-Slovakia, 
and the treaty obligations of her allies utterly broke down. 
The diminished Czecho-Slovakia has been forcibly asso- 
ciated with the area dominated economically and politically 
by Germany. The external and internal orientation of 
Czecho-Slovak policy has altered. New forms of administra- 
tion in Slovakia and Subcarpathia had to be created to con- 
form to the Federal organisation. Party organisation was 
radically simplified by creating one political party only in 
Slovakia and Subcarpathia and a two-party system in 
Bohemia and Moravia. A new Constitution is being pre- 


The Price.—As a result of the Munich agreement 
Czecho-Slovakia lost 29.60 per cent. of her territory, and 
33.42 per cent. of her inhabitants (including 1,161,016 
Czechs and Slovaks). According to Polish statistics, in the 
territories ceded to Poland in the Teschen area there are more 
Czechs than Poles. Czecho-Slovakia consists now of 98,912 
square kilometres and 9,807,096 inhabitants; 88.09 per cent. 
are Czechs and Slovaks. The German minority amounts to 
3.90 per cent. and under present conditions is in a privileged 
position. 

Czecho-Slovakia has lost 32.6 per cent. of her arable area; 
63 per cent. of her hops, 84 per cent. of her tobacco, 59.7 per 
cent. of her vineyards, 36.3 per cent. of her fruit-trees, 26 per 
cent of her forest, 31.3 per cent. of her cattle, and 30.1 per 
cent. of her swine. The greatest loss in mining is the loss of 
54.7 per cent. of her coal and 93.2 per cent. of her lignite. In 
industry the greatest losses concern ceramics, glass, textile, 
musical instruments, toys, paper, hats, gloves, artificial 
flowers, small metal wares, fats, oils, dyes and similar chemical 
products. The task of readjustment is tremendous, and is 
being tackled by drastic internal administrative reorganisation 
and external negotiations. 


Finance .—Owing to the crisis it was not possible to pass 
the Budget in time. The Government have prepared a 
Federal Budget and decided what revenues will be reserved 
for this purpose. Beside this, however, it will be necessary 
to prepare three separate Budgets for Bohemia-Moravia, 
Slovakia and Subcarpathia. , 

In September a moratorium was proclaimed limiting the 
free removal of deposits and the Stock Exchange has been 
closed. The uncertainty led to withdrawals and hoarding, but 
at the end of the year calm set in, deposits rose and outstand- 
ing currency declined. 

Agriculture and Employment.—The harvest (for the 
whole former area of Czecho-Slovakia): is shown in the 
following figures : — 


Trucks Trucks 
WES icocccdbees 176,419 NE SEE Sivencweds 136,271 
ee eS 186,663 Maize .........eeeeee 27,911 
MOO. © dcicscciticne 132,566 


The number of unemployed persons in January was 
519,002, in September 61,697 and in December 142,316. 
Wholesale and retail prices rose a little; the wholesale index 
in January was 732, in April 727, in December 764. 

Trade.—The most important event in commercial 
policy was the conclusion of a treaty with the United States 
of America on March 7th. Then, apart from the current 
adjustments and agreement, there have been negotiations 
with Germany regarding a duty-free regime with Sudeten- 
land and a supplementary commercial agreement after the 
Anschluss. 

Statistics of foreign trade cannot be properly compared 
with previous years owing to the territorial changes. 















(In Mil. Cz.K.) 
Imports Exports 
1936 ..cccsseeeeeeeeerenerereesereeees 7,915 8,036 
1937 .ecccseecceceeesensererereeeewers 10,982 11,983 
1938 (Jan.—Sept.) Eeeesuvecedeces 6,889 8,520 
1938 (Oct.-NOV.)  ssseeeeeeeeeeee 1,500 1,722 


The export surplus for January-September amounted to 
1,631 million Cz.k, and for October-December 222 million 


Cz.k. 


Poland 


Tue steady growth of the armament industry, the creation 
of a new industrial region in “ the strategic triangle,” and 
further development of the public works programme were 
mainly responsible for raising Poland’s industrial output in 
1938 to the highest level yet recorded. With a base figure of 
100 for 1928, and a “ depression low” of 54 in 1932, the 
general index of industrial production reached 147 in the 
final quarter of 1938. The acquisition from Czecho-Slovakia 
last October of the industrial region of Teschen-Silesia has 
substantially increased Poland’s potential production of coal 
and foundry products, but the problem of finding markets 
for this increased production has not yet been solved. 

It is disquieting that so much of the increased employment 
of labour and consumption of raw materials was required for 
military purposes, and that, in spite of all the effort and 
sacrifice involved, the political changes which occurred in 
1938 much more than neutralised the growth in armaments. 
Authorities estimate that, if the military relationship between 
Poland and Germany was of the order of one to six at the 
beginning of 1938, the ratio at the end of the year was about 
one to ten. Increased expenditures on armaments and public 
works are proving an effective barrier to improvement in 
the standard of living. For at least 30 millions out of Poland’s 
population of 35 millions the standard of living is probably 
the lowest of any European country. 


Finance.— The Treasury and subordinate authorities 
now have a complete monopoly of the capital market, and 
investments in public works and the new industrial region 
are absorbing savings as fast as—if not, indeed, much faster 
than—they accrue. Complete and up-to-date figures on Trea- 
sury indebtedness, however, are not available. No new foreign 
loans were secured in 1938, and sales of munitions to coun- 
tries at war, which were an important source of foreign 
exchange in 1936 and 1937, ceased about a year ago. With 
the defence programme requiring increased imports, the 
exchange reserves of the Bank of Poland were subjected to 
much strain in the latter part of 1938. The restrictive 
measures on dealings in foreign exchange were made still 
more drastic in November, 1938, when Polish citizens were 
ordered to make their foreign assets available to the Govern- 
ment. Gold and foreign currencies hoarded by Polish citizens 
in Poland, however, have not yet been called in. According 
to the published figures the gold and foreign exchange hold- 
ings of the Bank of Poland, which stood at 471.0 million 
lotys at the end of 1937, were 463.2 millions at the end of 
1938. The circulation of bank notes increased during the 
year from 1,060 to 1,406 million zlotys. Net gold exports in 
1938, according to the foreign trade returns, were valued at 
11.3 million zlotys. In 1937 there was a net gold import of 
120.9 million zlotys. Conditions on the Stock Exchange, 
although quiet, improved steadily throughout 1938, the 
yield on Government stocks and high-grade mortgage bonds 
. an average decline of nearly 2 per cent. to about 
74 per cent. There was an all-round increase in equity share 
Prices, in some cases of more than 50 per cent. 


Foreign Trade.—The following are the official trade 
for the last three years : — 


Imports Exports Balance* 
(In millions of zlotys) 
BPO Seniikensailor aes, 1,003-4 1,026-2 + 22-8 
BE ihc teas 1,254-3 1,195-5  — 58:8 
1938 (prelim.) ......... 1,300-4 1184-8 — 115-6 
* Export surplus +. Import surplus —. 


f Imports from the United Kingdom, compared with 1937, 
ell slightly, and there was a small increase in exports other 
than to the United Kingdom. From Germany, however, 
imports (for the first eleven months) rose from 218 million 
2lotys in value in 1937 to 272 millions in 1938; while exports 
to Germany rose from 202 to 247 million zlotys. The prin- 
Cipal increases in commodity imports were in machinery, 
fachine tools and electrical equipment. Coal exports rose 
rom 11,003,449 metric tons in 1937 to 11,669,177 in 1938, 
°r from 185 million zlotys in value to 217 millions. 


THE ECONOMIST. COMMERCIAL HISTORY & REVIEW OF 1938 23 


U.S.S.R. 


IN 1938, the first year of the third Five-Year Plan, Soviet 
energies were still concentrated on the campaign for poli- 
tical vigilance which the Communist Party had launched at 
the beginning of 1937. At the end of the year signs were 
that this campaign was drawing to a close. The long-term 
results of the almost complete change in personnel which it 
produced were still difficult to estimate. Its short-term result 
was a more serious slowing-up of Soviet industrial expansion 
than any that had occurred since the first Five-Year Plan 
began in 1928. 


Industry.—The results of 1938 in industrial production 
(valued at 1926-27 prices), in milliards of roubles, are shown 
in the following table: — 


1938 1938 
1937 Plani Plan2 1938 

(roubles: thousands of millions) 

Heavy, machine and defence 
SR iis iscescesspeivnse 36-9 43-9 47-0 42-5 

Lumber industry ............ 3-0 3-8 3-8 2-8 
Light industry ............... 14-5 16-5 16-5 15-3 
Food industry.................. 12-8 14-0 14-1 14-7 


The first version of the 1938 plan was published in Novem- 
ber, 1937; the second in July, 1938. Even at the latter date 
Soviet planners failed to make due allowance for the economic 
difficulties—themselves both a cause and a result of the 
purges—with which factory and plant managers were con- 
tending. Total industrial production in 1938, it has been 
announced, was valued at 77,500 million roubles, compared 
with 69,200 millions in 1937. This was an increase, but far 
behind what had been planned. The original estimate for 
1937, in the second Five-Year Plan, had been 92,700 million 
roubles: control figures for that year actually raised planned 
production to 103,000 million roubles. The original version 
of the 1938 control plan called for a total industrial produc- 
tion of 84,300 million roubles. 

Detailed production figures for separate commodities have 
not yet been published. But it is clear that failure to fulfil the 
plan was most marked in the fuel industries and in those 
producing consumers’ goods, especially textiles. Coal produc- 
tion amounted to 125.1 million tons, compared with a plan 
of 139 million tons. Cotton goods produced were 3,216.6 
million metres, compared with a plan of 3,771 million metres. 
Slight increases were shown in some branches of heavy in- 
dustry, with outputs of 15 million tons of pig iron, 18 
million tons of steel and 13.5 million tons of rolled metal. 


Agriculture.—Drought, which was most serious in the 
Volga region, in Eastern Ukraine, and in the North Caucasus, 
seriously affected the grain crop. No official figures have 
been published, but the total grain harvested has been offici- 
ally stated to have been “less than in 1937,” when the grain 
harvest was estimated at 111,384,000 tons, but “ more than 
in 1935 or 1936,” when it was estimated at 90,100,000 and 
76,800,000 tons, respectively. Vegetable crops were also de- 
ficient, but the Government plan for flax was over-fulfilled, 
and the cotton crop was the largest on record. 


Prices and Wages.—Without official figures of retail 
trade, turnover or prices it is impossible to document the 
belief of most foreign observers living in Moscow that the cash 
purchasing power of the Russian people has continued to 
increase at a much faster rate than the supply of goods and 
services to consumers. The country’s gold production, the 
Government monopoly of foreign trade and a fixed price 
policy in retail stores have prevented this situation from 
developing any of the usual consequences of inflation. There 
has been, it is true, a slight upward tendency in prices during 
1938, and occasional shortages, especially of manufactured 
goods, but neither of these has been severe. 

The average wage, according to plan, was to be 309 roubles 
a month in 1938, and in many industries this figure is known 
to have been exceeded. In 1937 the average was 281 roubles 
a month. Since the production of goods by all light indus- 
tries increased compared with 1937 by only 5.5 per cent. 
there resulted a real measure of “forced saving.” Savings 
bank deposits rose to more than 6,000 million roubles, the 
increase in 1938 being 1,536 millions. 


Foreign Trade.—Soviet exports and imports for the first 
nine months of 1937 and 1938 were as follows : — 


1937 1938 

Thousand Thousand Thousand Thousand 

Tons Roubles Tons Roubles 

Exports .........++. 9,503 1,218,549 6,179 925,241 

Imports ............ 1,002 1,012,761 841 1,045,983 
Export (+) or 
import (—) sur- 

PLUS... cccccceseees + 205,788 — 120,742 











ony aes 
- 3 nt 


iy SI 


oqgenten= 
Kor 


Et 


FT PERL IE ESANEE 2 


SEvS ee EP A ear enn te me 


24 THE ECONOMIST. COMMERCIAL HISTORY & REVIEW OF 1938 


An import surplus for the entire year was not expected to 
strain the Soviet Union’s foreign bank balances after four 
successive years of export surpluses and with foreign com- 
mercial debt reduced to a minimum. A large part of the 
reduction in Soviet foreign trade during 1938 was repre- 
sented by the fall in business with Germany, Japan and Italy. 


Finance.—The 1938 Budget provided for income of 
132,637,993,000 roubles and expenditure of 131,137,993,000 
roubles. Total expenditure in 1937 was 93,921,000,000 
roubles. The Red Army and Navy appropriations were in- 
creased from 18.6 per cent. of the total in 1937 to 23.5 per 
cent. in 1938, and this latter figure did not include expendi- 
ture on defence industries. Revenue continues to be raised 
chiefly from indirect taxation, with 83,300 millions from the 
turnover tax in 1938, compared with 75,900 millions in 1937. 





Roumania 


DRASTIC events in internal politics marked the year 1938. The 
successive steps were the suspension of the Constitution on 
February 10th, the pursuit of the Iron Guard resulting in 
the summary execution of its leaders on November 30th and 
the creation of a new single political party moulded on the 
new authoritarian Constitution published on February 21st. 
Such events did not favour economic revival. 


Foreign Exchange.—The outstanding economic event 
was the abandonment of thorough centralisation of exchange 
transactions. The shortage of foreign exchange, caused by 
export difficulties, forced the Roumanian National Bank to 
admit, under certain circumstances, the free transfer of at 
least part of the devisen yielded by export transactions. At 
the end of the year the exchange rate stood at about 1,600 
lei to the £, compared with an official rate of 600; the 
“ black” rate for remittances is over 2,100 lei. In the first ten 
months of the year total entries in clearing accounts 
amounted to 11,700 millions of lei, compared with 15,100 
millions during thé corresponding period of 1937, and total 
payments of 12,900 millions against 14,700 millions. 


State Finance.—The fiscal year (April Ist to March 
31st), will probably end satisfactorily. Provisional figures 
show receipts of 28,900 millions of lei in the first 10 months 
of the calendar year compared with 24,100 millions in the 
corresponding period of 1937. The current Budget may be 
the third successive Budget without a deficit. The financial 
position of the State railways, too, appears to be steadily 
improving. 

Agriculture.—The year’s results were uneven. While 
wheat yielded a record crop, all other cereals, including maize, 
which is of outstanding importance for Roumania, fell below 
average levels. The total surplus available for export was 
returned at the beginning of the export campaign at 50,000 
carloads of maize and 250,000 carloads of wheat. Maize 
Prices were satisfactory without any State interference, but 
the price of wheat had to be again increased artificially by 
export premiums. Total exports of wheat were (in the first 
11 months of the year) only 77,800 carloads compared with 
93,400 in 11 months of 1937, and total exports of all cereals 
(maize included) were (during the first 10 months) 101,000 
carloads, against 211,800. Large quantities of wheat have 
been recently sold to Germany (40,000 carloads) and Italy 
(35,000 carloads) for delivery during the spring. 


Petroleum .—The falling off in oil output did not come 
to an end. Total output was 6.7 million tons, compared with 
the 1936 peak figure of 8.7 millions. Drillings fell to 300,000 
metres compared with 394,000 metres in 1937. The total 
working capacity of all refineries is 11.6 million tons of crude 
Se ee ee ee ee 
quantity. 


‘Trade.—Provisional figures show total exports of 21,700 
millions of lei, compared with 31,600 millions in 1937, and 
total imports of 18,100 millions against 20,300 millions. The 
export surplus dwindled from 11,300 millions in 1937 to 
3,600 millions, and this accounts for the heavy exchange 
strain. All the main export commodities declined; not only 
cereals and oil products, but also lumber. 

Domestic trade was satisfactory, except during periods of 


political trouble. The aggregate output of electricity by 44 


plants was (first eight months) 276.3 millions of kw., against 

ae cape ye te a of 1937; and the turnover 
most of the industries producing consumption goods i 

likely to reach the 1937 level. : . 
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Jugoslavia 


Two divergent trends were the dominant features of Jugoslav 
economic life throughout 1938. One was a shrinkage of 
exports; the other a steady progress in domestic business, 
which, although it became less marked towards the end of 
the year, stood up well to the political shocks of the autumn. 
On balance, the year was a fairly good one, estimated 
national income increasing from 44,200 million dinars to 
46,700 millions. 

Foreign Trade.—lIn contrast to the previous year, 1938 
saw a persistent falling away in foreign trade. Exports fell 
from 6,272 million dinars and 4,557,000 tons in 1937 to 
5,047 million dinars and 3,702,000 tons in the course of 
1938. Imports during 1938, on the other hand, in spite of a 
decline of nearly 5 per cent. in value from 5,234 million 
dinars to 4,975 millions, increased in volume by close on 15 
per cent. from 1,105,000 tons to 1,270,000. In 1937 there was 
an export surplus of 903.7 million dinars; last year there 
was a surplus of exports amounting to 72.1 millions. The 
seriousness of the decline in exports lies in the fact that 
it occurred in trade with countries paying cash, and thus 
caused towards the end of the year a shortage of devisen. 
Smaller exports to countries paying in devisen were the 
result of the high price level obtaining in Jugoslavia in con- 
sequence of the high prices. paid for Jugoslav produce by 
German importers. As a corrective measure, the Government 
has introduced an export rate of 262 dinars to the £ sterling 
against the previous rate of 238, and is planning to control 
both exports to countries with which it has a clearing 
arrangement and imports from countries paying in devisen. 

Agriculture and Industry.—The year 1938 brought 
another record harvest, in spite of the fact that maize, with 
44 million metric tons, yielded 9.3 million tons less than last 
year. The wheat crop was 30.3 million metric tons, against 
23.5 millions last year; barley, rye and oats yielded an average 
of 10 per cent. more than in the previous year; grapes gave 
a record vintage of 4,000,000 hectolitres of wine, while other 
fruit crops were also good. 

The most notable industrial progress was made in mining 
and metallurgy, owing to new mining developments and the 
setting up of several large enterprises, in some of which the 
Government took a prominent share. In mining the index of 
production increased from 140.4 to 158.4, and in smelting 
from 147.8 to 274.2 between November, 1937, and November, 
1938. Headway was also made in the textile, chemical, mill- 
ing, sugar and brewing industries, while forestry products, 
after a setback, showed signs of revival. Industrial pro- 
gress is reflected in the increase in the number of insured 
workers from 716,700 in September, 1937, to 754,700 in Sep- 
tember, 1938, and a slight increase in average daily wages 
from 23.42 to 24.32 dinars. The increase in wages, however, 
was tO some extent neutralised by the rise in retail prices 
from 89.3 to 92.5 between November, 1937, and November, 
1938, though the index of wholesale prices fell during the 
same period from 79.5 to 76.7. 


Finance .—In finance the year was satisfactory. In spite 
of a smaller inflow of devisen the National Bank cover 1n- 
creased by 200 millions to 1,909 million dinars. Bank deposits 
in November showed a slight increase over November last 
year, amounting to 11,054 million dinars, against 11,033 
millions; the modesty of the rise is explained by the fact 
that money only started flowing back into the banks in 
November after a wave of withdrawals during September 
and October. Deposits in State guaranteed institutions have 
for the most part come back, but deposits in private banks 
are still below last year’s levels. The influx of new capital 
into joint-stock companies was greater than in 1937, amount- 
ing to 1,038 million dinars during the first nine months of 


last year. 

The State Budget benefitted from the general business 
activity of the year, receipts for the first eight months of 
the 1938-39 budgetary year being 8,170 million dinars 
against 7,836 million dinars in the first two-thirds of the 
previous budgetary year. Expenditure during the same 
period was 7,260 million dinars, making a surplus of 920.3 
millions. During the year settlements were reached with 
French, British, American and Swiss holders of Jugoslav 
loans, the amounts to be paid in cash by the Jugoslav 
Government being stepped up. 


Bulgaria 


IN spite of unfavourable conditions abroad, the past yeat 
was satisfactory for Bulgaria in almost every way. 1+ 
second quarter of the year 1 some slackening 1 


economic activity, but this was largely offset by a recovery 
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during the second six months. The general price index 


(1926 = 100) rose to 75.5 at the end of November, against 
723 in November, 1937, a rise of 3.2 per cent. The rise in 
export prices was appreciable, amounting to more than 20 per 


cent. . ; 
Agriculture -—Owing to poorer crops Bulgaria was 
not in a position to export any » but was content to 
export fruit, vegetables and other foodstuffs to Germany at 
prices considerably nigher than world prices, Total cereal crop 
uction amounted to 3,400 thousand tons, against 3,600 
thousand tons in 1937, while tobacco production fell from 
35,000 tons to 17,000 tons. Deficient cereal crops were balanced 
by abundant vegetables, grapes and other fruit, which even 
made it possible to increase the volume of Bulgarian exports. 
The embargo imposed on exports of cereals and forage-foods 
raised their domestic price, and the Cereal Board fixed the 
price for wheat and rye at about 250 per cent. over their 
world prices. This improved farmers’ income and permitted 
industrial production to increase by 10 per cent. 


Money and Banking .—Bank deposits increased by about 
10 per cent. compared with the preceding year up to the end 
of September. The higher level of exports and increased in- 
dustrial output led to the maintenance of banking activity, 
though there was no expansion of investment owing to 
general fluctuations and uncertainty. For the same reason the 
maximum level of rediscounts with the National Bank was 
only 850 million leva (in October) against a peak of 1,300 
million leva in 1937. The average monetary circulation was 
2 per cent. lower than in 1937. The gold stock of the 
National Bank showed a slight fall of 12 million leva during 
the first half of the year, and at the end of 1938 it amounted 
to 2,006 million leva. 

The foreign exchange stock of the bank increased steadily 
and exceeded the record high level of 1,000 million leva. 
Unfortunately this increase was only in clearing exchange, 
the free~-exchange position of the bank having considerably 
weakened, because export trade is chiefly directed to 
countries with which Bulgaria has clearing agreements. The 
shortage of free exchange is acutely felt. 


Foreign Trade .—The value of Bulgaria’s exports in 1938 
was 5,578 million leva, against 5,019 millions in 1937, an 
increase of 11 per cent. As the estimate includes the com- 
pensation premiums paid, the actual increase in value is only 
5 per cent. Imports, although greater in volume, fell in value 
by 1 per cent., totalling 4,934 million leva in value, against 
4,986 million leva in 1937. Again, if the premiums are 
allowed for, the decrease is about 6 per cent., owing to lower 
prices of imports. The export surplus is estimated at 559 
million leva, against only 52 millions in 1937. The lack of 
cereals and industrial plants for exports, previously directed 
to countries with free exchanges, has limited Bulgarian 
exports to countries with clearing devisen. Germany’s share 
of Bulgaria’s export trade has increased (Austria included) 
from 47 per cent. in 1937 to 58 per cent. in 1938, while 
imports from Germany fell from 57.5 per cent. of total im- 
Ports to 52 per cent. Exports to countries with clearing 
systems increased from 67 per cent. of the total in 1937 to 
81 per cent. in 1938. Exports to the United Kingdom fell 


— 14 per cent, of total exports in 1937 to 5 per cent. in 


The Budget.—Economic recovery favourably affected 
ordinary State receipts, which, together with State railway 
receipts, amounted to 9,848 million leva in 1938, against 
9,348 millions in the preceding year, an increase of 6 per cent. 
There was a surplus on the 1938 Budget of 460 million leva. 


Greece 


ON the whole, 1938 was a good year for Greece, thanks to 
§00d harvests. Economic activity was maintained at a satis- 
factory level, despite unfavourable international de- 
Velopments. 
Agriculture, Industry and Commerce.—The yield of 
8, Currants, wines, fruits and vegetables was abundant 
and of good quality. The output of tobacco, olive oil and 
Cotton was smaller than last year’s. 
Industrial production was generally brisk and, aided by 
Public contracts, showed an increase over the previous year. 
index of production for the first nine months was 164.24 
iises = 100), against 151.69 in the corresponding period of 
ast year, or an increase of 7.27 per cent. Stocks were normal, 
but prices tended to recede, owing to the fall in the price of 
a i strong competition, and reduced internal 


Foreign Trade.—Provisional figures for the first eleven 
months of 1938 show, compared with 1937, a small increase 


THE ECONOMIST. COMMERCIAL HISTORY & REVIEW OF 1938 ° 25 


in the volume and value of foreign trade. Imports were 
larger in quantity but lower in value, while exports were 
smaller in quantity but higher in value. 
January to November 
1937 











1938 
Volume Value Volume Value 
Tons Millions Tons Millions 
Drachme Drachmz 
a 2,474,534 13,848 2,511,464 13,526 
EXposts. ......cccece 1,253,035 7,782 1,240,644 8,468 
Surplus of imports 6,066 5,058 


The import surplus shows a decrease of Drs. 1,008 millions 
compared with the first eleven months of 1937. Imports fell 
in value from July, while the value of exports increased con- 
siderably in October and November. Germany again heads 
the list of countries trading with Greece. Imports from Ger- 
many in the eleven months amounted to Drs. 3,898 millions 
and exports to Germany to Drs. 3,119 millions. New com- 
pensation and clearing agreements were signed with Jugo- 
— Czecho-Slovakia, Bulgaria, Germany, Turkey and 

taly. 

Banking and Finance.—Bank advances had declined by 
the end of October (compared with October, 1937) from 
Drs. 21,106 millions to Drs. 20,240 millions, while invest- 
ments had increased from Drs. 1,760 millions to Drs. 3,371 
millions. The proportion of cash and balances with other 
banks to sight liabilities had fallen from 11.3 to 8.5 per cent. 

Budget accounts for the first eight months of the 
current year show the following results, compared with the 
corresponding months of the previous financial year : — 


Financial Year 


1937-1938 1938-1939 
April-Nov., April—Nov., 
1937 1938 
(In millions of drachmz) 
I. Revente— 
(a) Estimated (for the whole 
OD aa ks ictinsiddienccntccontes 16,093 14,738 
(6) Collected (8 months)......... 8,960 8,782 
II. Expenditure— 
(a) Estimated (for the whole 
ODDS io sin civiveccndivts <nenns 17,030 15,711 
(b) Liabilities incurred (8 
a cidiitencissnnnes sins 15,017 13,856 
(c) Payments effected (8 months) 8,509 8,025 


No agreement has yet been reached with the foreign bond- 
holders about the service of the foreign debt, and the authori- 
ties continue to pay 40 per cent. of the full service. 


Northern Europe 


Denmark 


TuHE traditional policy of strict neutrality was further 
emphasised by the Copenhagen declaration of July 24, 1938, 
whereby Denmark, together with Belgium, Luxembourg, 
Finland, Holland, Norway and Sweden, released herself from 
Article 16 (the sanctions clause) of the League of Nations 
Covenant. This step has been fully justified by subsequent 
developments and doubtless contributed to the feeling of 
relative safety from being drawn into European political 
storms that has prevailed in Denmark throughout the year. 
The Stauning Cabinet remained in power, as it has done 
since April 29, 1929. 
Public Finance .—The State finances remain satisfactory, 
as the following figures suggest :— 
: Budget 
Accounts Budget Bill 
1937-38 1938-39 1939-40 
(in million kroner) 
Total revenue ..................5..665 9 492-8 : 
Hereof: Taxation ............... 193-8 185-1 182-9 


DIOR «20. .csasseccoese 301-5 292-6 295-0 
Total expenditure.................. 497-46 490-2 485-9 


Hereof: Social purposes (sick 
benefit, old-age bene- 


RE, CBE.) siccoossivcdces 162-9 165-9 173-7 
Furtherance of trade 
and industry ...... 57-7 35-0 34-7 
DePMMOG* . vvtcseccoss ive 59-2 59-1 52-8 
SUPPlUs ...ccceececrecreneeceeceeneeeees 23-5 2-6 4-0 


Business Activity.— There was a marked difference 
in economic activity between the first and the second half of 
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the year. Until June, prices continued the decline already 
begun in 1937; the wholesale price index in June was 111, 
against 119 in January. Since then the index has remained, 
practically speaking, steady. The continued fall in the prices 
of grain and feeding stuffs was offset by a considerable 
increase in prices of other goods, especially animal products. 
The index of import prices was higher during the first half 
of the year than in the second, but the total value of imports 
was lower during the first than during the second half of the 
year, owing to a shrinkage of activity in the building trades 
and other industries. There was a postponement from 
month to month of purchases both of raw materials and 
semi-manufactured goods. About the middle of the year 
the trend was reversed. The change was at first only slightly 
in evidence ; later on it was speeded up by the favourable 
effect of an abundant harvest on agriculture. Prices of 
grain and feeding stuffs continued to fall, but prices of 
finished products were well maintained or even improved 
slightly. The passing of the political crisis at the end of 
September also gave rise to numerous purchases which had 
been temporarily held up. The building trades picked up, 
and increased activity in trade and industry created a demand 
for bank loans simultaneously with rising imports. 


Foreign Trade.— In the field of foreign trade the 
rigid import control exercised by the Exchange Control 
Office was lifted for a great number of raw materials, semi- 
man and certain consumers’ goods. In 
most instances the revision of import restrictions resulted in 
immediate falls in price and larger selections of goods were 
offered for the benefit of consumers. The value of foreign 
trade in the last three years has been as follows :— 


Total Total Import 
imports exports surplus 
(in million kroner) 
SEI - arccncschivccsansusgaindsinndiasebas 1463-7 1351-4 112-3 
EU» sdotuienpvansatinianéavkpecooetebnns 1673-8 1568-5 105-3 
1938 (preliminary figures) ......... 1640-9 1550-6 90-3 


Trade with Great Britain and Germany has moved as 
follows :— 


Imports from: Exports to: 
1937 :-— (in million kroner) 
COU NOE. cdi isncccnccnccenssssarinn 7,628 824,078 
TRAGT  - cuncnnsndciaccovabsssendsovens 404,275 297,449 
1938 :-— 
GRIDS TRNEND co ccccsdnocccsoceccnctonsve 566,564 860,788 
P iscivescovsnassocsbistenerece sees 401,678 304,942 


The increase in foreign exchange balances in the course 
of the year is estimated at 50 million kroner for the National 
Bank and the leading private banks taken together, and cash 
balances with foreign banks are now comfortably above 100 

The discount rate has remained unchanged at 4 per cent., 
and a modest increase in loans and advances has been possible. 
In conjunction with the £ sterling the gold value of the 
krone declined by about 6 per cent. in the course of the 
year. 


Sweden 


THE year 1938 proved to be far better than was generally 
expected at the end of the record year 1937. The outlook for 
pulp, paper and timber, Sweden’s main staple products, was 
then poor, and business activity was on the decline during 
the first half of the year. It recovered in the early autumn 
and has since shown an upward trend. The main support 
has been exceptionally brisk building. 

Budget and Public Finance .— Budget estimates for the 
financial year 1939-40 provided for revenue and expenditure 
of Kr. 1,364 millions, compared with Kr. 1,373 millions for 
the current financial year. The National Debt increased 
during the year from Kr. 2,342 millions to Kr. 2,566 millions, 
mainly on account of an additional issue of 3 per cent. State 
bonds. The sterling rate was maintained by the Bank of 
Sweden unchanged at 19.40. The official discount rate has 
been 24 per cent. ever since January 1, 1933. 


Business Activity and Employment .— Business activity 
in Sweden reached its peak in August, 1937, when the general 
index of Swedish business activity (1935 = 100) reached 
124.2. In January, 1938, the index was already down to 
117.9, and subsequently it fell to the recent low record of 
112.6 in July. In early autumn increased building activity 
caused a gradual recovery and in November the index was up 
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to 119.4. At the turn of the year building was working at 
full capacity. This has favourably affected the output of 
building materials, particularly of lower grade iron and stee| 
The index of iron and steel consumption rose from 94 jr, 
July to 126 in November. As the building industry employs 
directly and indirectly, about one-third of all persons em. 
ployed in industry, employment was satisfactory. 


Foreign Trade and Prices .—The value of foreign trade 
fell (compared with 1937) by 8 per cent. for exports and 
24 per cent. for imports. In view of the highly unsatisfac- 
tory state of the markets for timber, pulp and paper, the 
decline might have been worse, but, as it was, the falling-of 
was partly counterbalanced by higher prices for iron ore and 
increased exports of engineering products. The value of im- 
ports fell from Kr. 2,123 millions in 1937 to Kr. 2,068 
millions in 1938, while exports fell from Kr. 2,000 millions 
to Kr. 1,839 millions. Timber exports declined from Kr, 26? 
millions to Kr. 200 millions (or 24 per cent), while pulp 
and paper exports fell from Kr. 588 millions to Kr. 47? 
millions (20 per cent.). Coal and coke imports totalled 7,7) 
million tons, compared with 8.94 million tons in 1937, and 
petrol imports were 738 million litres, compared with 664 
million litres in 1937. Wholesale prices reached their record 
high level in July, 1937, when the general index of wholesale 
prices compiled by Professor Silverstolpe (1913 = 100) 
reached 143. At the beginning of 1938 the index was down to 
137 and then fell further to 121 at the end of the year. 


Money and Banking.—Money was easy throughout 
1938. Interest rates were low; and this has become a subject 
of great concern for insurance companies and savings banks. 
Low money rates are a stimulus to industrial activity, and 
particularly to building activity, but large sections of the 
population, who derive their income from savings or have 
to pay insurance premiums, suffer adversely. The three big 
investment groups, commercial banks, insurance companies 
and savings banks, are at present studying means to stabilise 
interest rates at their present level. The reason for the present 
accumulation of funds is the credit surplus in the Swedish 
balance of payments, due to the absence of foreign lending 
and the influx of refugee money. At the same time saving is 
on the increase owing to the growth of life insurances. 
During the year the Bank of Sweden increased the gold 
reserve from Kr. 539 millions to Kr. 707 millions, valued at 
the statutory gold parity. At the same time, the total foreign 
currency reserve of the Bank of Sweden and the joint-stock 
banks declined from Kr. 916 millions to Kr. 711 millions. 


Norway 


IN spite of the recession which was in full progress on inter- 
national markets at the beginning of the year, conditions in 
Norway continued to be favourable, at least during the first 
few months of the year. Activity was well maintained, 
although signs of anxiety and hesitation were not lacking as 
international complications continued to increase in force 
and significance. But a general review of industry and trade 
leaves the impression that conditions were less influenced by 
these circumstances than might have been anticipated. There 
were no alterations in the political composition of the 
Government, but on three different occasions the Premier 
had to have recourse to a referendum, which left him with a 
comparatively narrow parliamentary margin. The question 
of sanctions was thoroughly discussed at a meeting of the 
four Premiers of the Northern countries, at which the neces- 
sity of observing strict neutrality in international conflicts 
was strongly emphasised. 


Budget and Finance.—The national accounts for 
1937-38 closed with a surplus of 36.6 million kroner, revenue 
exceeding estimates by 57.5 millions, while expenditure was 
21 million kroner in excess of estimates, The Budget for 
1938-39, with total expenditue of 565.7 million kroner, repre- 
-—_ an increase of 32 million kroner on the preceding 

get. 

The money market has been characterised by an abun- 
dance of liquid funds. Low deposit rates created a heavy 
demand for Government and other gilt-edged securities, with 
consequent rising prices. This movement continued ae 
September, when there was a temporary setback. The officia 
discount rate was reduced on January Sth to 34 per cent. 
and remained at this level all through the year. The note 
circulation rose from 449 million to 477 million kroner, while 
gold in the vaults increased from 135 million to 152 —_ 
kroner. Deposits with the Norges Bank rose by about 2 
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million kroner, while there was a slight decrease in loans and 
discounts, and a similar movement is traced in the balance 
sheets of private and savings banks. Most of the banks have 
increased their actual earnings, but expenses (especially taxes) 
have been higher, the result being practically unchanged 
net profits. Easy conditions in the money market induced 
the Government, as well as a number of municipalities and 
private concerns, to convert redeemable loans at very favour- 
able terms. The stock market was greatly influenced by 
foreign market conditions, especially shipping, whaling and 
industrial shares; the tendency was downwards, while bank- 
ing, insurance and miscellaneous shares were steady to firm. 


Trade and Production.—The Norwegian kroner, as a 
“member” of the sterling bloc, depreciated in terms of dollars, 
the rate fluctuating between 3.98 and 4.32. The value of 
imports during the first eleven months was 1,095.4 million 
kroner against 1,186.4 millions in eleven months of 1937, 
while exports were valued at 700.7 million kroner against 737 
millions. The decline in the value of exports was chiefly 
due to reduced shipments of paper and pulp, and also of 
timber, hides and metals. On the other hand, there was an 
increase in exports of minerals, fodder and fertilisers. 

There was a rise Of 8 points in the index of industrial 
production, from 121 to 129; but while the movement of the 
index for industry producing for the home market was 
definitely upwards, from 119 to 137, the index for the export 
trades fell from 126 to 115. Unemployment rose slightly 
compared with the preceding year, and the rise was especially 
conspicuous during the latter half of the year. Labour con- 
ditions were good, without conflicts of any importance. 


Shipping and Fisheries.—Shipping had a year of 
considerably less activity than in 1937, idle tonnage rising 
from nil in January to 490,000 tons in October, and at the 
close of the year it was 395,000 tons. Gross freight receipts 
were estimated at about 625 million kroner against 800 
million kroner in 1937. The total catch in the Antarctic 
amounted to.973,000 barrels of whale oil against 791,000 
barrels in 1937, but prices were low and foreign competition 
keen. The fisheries proved fairly satisfactory as far as 
quantities landed are concerned, but on account of increas- 
ing difficulties in the various export markets, total exports 
= considerably smaller than in 1937, except for cured cod- 


Agriculture was hampered by inclement weather, especially 
during spring and early summer, but ample rains and warmer 
weather later on improved crop prospects. The crops of 
hay were somewhat above the average, while cereals were 
slightly below. In the forest industry the year brought a re- 
duction in prices of about 40 per cent. compared with last 
year. Tourist traffic increased appreciably, and is calculated 
to have brought in a net income of about 80 million kroner. 


Finland 


THE peak of the trade cycle was passed in 1937. In 1938 
economic life in Finland was marked by divergent tendencies. 
In some spheres the recession that set in on world markets 
in 1937 exerted its full effect; in others production and con- 
sumption were well sustained. 


Public Finances.—The principal sources of revenue pro- 
vided the Treasury with a larger yield than in the previous 
year, and in many cases even exceeded the Budget estimates. 
During the months January-November the current revenue 
of the State amounted to 3,859 million marks, against 3,578 
millions in nine months of 1937. Expenditure also increased. 
The conversion of foreign loans and their replacement by 
internal loans continued. The total public debt was reduced 


in the course of the year by 201 million marks to 3,251 
millions. y y 


Prices.—During the first half of the year prices were 
falling. Later, however, the fall was arrested and the level 

Prices became steady, with some tendency to rise. In 

: the wholesale price index (1926 = 100) was 98, 
against 102 a year before, and the cost-of-living index 
(1935 = 100) stood at 109, the same as in December, 1937. 
Prices for exported goods fell more than the prices of 


~September was 10 per cent. lower than in the same 
in the index of the value 
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lower than in the third quarter of 1937. The setback had not 
yet appreciably affected industries producing for the home 
market. For industry as a whole, however, the index of the 
volume of production for January-September was 176, 
against 180 in nine months of 1937, and the index of the 
value of production fell from 195 to 174. 

Crops were generally satisfactory apart from rye, autumn 
wheat and potatoes. Building operations were lively, and 
employment was good. Towards the end of the year some 
falling off was evident, and the Government took special 
steps for combating possible unemployment. 


Foreign Trade.—Compared with the record levels of 
1937 foreign trade fell off. The value of imports was 8,612 
million marks, a decrease of 7.5 per cent. The value of 
exports was 8,431 million marks, or 10.1 per cent. less than 
in 1937. Whereas the balance of trade had been active 
during the whole period from 1930 to 1937, there was a 
surplus of imports amounting to 181 million marks in 1938. 
The balance of payments, however, was on the credit side and 
(according to preliminary estimates) provided about 300-350 
million marks for reducing foreign indebtedness. 


The Money Market.—The money market was easy 
throughout the year. Deposits in the joint-stock banks in- 
creased by 725 million marks, against an increase of 1,432 
millions in 1937, but the increase in credits was 604 millions, 
compared with an increase of 1,236 millions in the previous 
year. At the end of 1938 deposits in the joint stock banks 
reached a higher figure than ever before at 10,755 million 
marks. The Stock Exchange was generally dull and the level 
of share prices was low. 


Latvia 


SINCE theworld crisis State control has played an increasingly 
important réle in Latvian industry. According to the latest 
estimates, out of a total of 6,600 million lats invested in the 
Latvian economy, 2,000 millions may be attributed in one 
way or another to the State. Export monopolies for pro- 
ducts such as meat and dairy produce have been set up; and 
the keystone of all this activity is the Latvian Kreditbank, 
whose capital is 40 million lats. Where private concerns have 
been liquidated by Government decision the Bank has in 
many cases taken over control; and occasionally, it has 
started new enterprises. In modern Latvia there is scarcely 
any branch of industrial activity which does not include 
some form of management by the State. Although no major 
economic changes occurred in 1938, and general conditions 
and purchasing power remained satisfactory, there was a 
movement towards cartelised control, especially in the timber 
industry. ‘The State sugar refinery, owing to a poor sugar 
beet harvest, decreased its turnover. The beet harvest was 
234,973 tons, against 284,384 tons in the previous year, and 
there was a lowering of the sugar yield from 18.5 per cent. 
to 16.8 per cent. Sugar production was 33,336 tons, against 
45,174 tons in 1937, and this in turn affected the trade 
balance adversely. The Bank of Latvia and the Latvian 
Kreditbank lowered their discount rate by one-half per cent. 
This decision was also taken by the private banks, so that 
from January Ist the highest discount rate in Latvia was 6.5 
per cent. Following a good harvest, the commercial position 
in 1938 was satisfactory. Butter exports rose from 19,219 tons 
in 1937 to 23,434 tons, and the number of pigs exported 
from 83,000 to 118,000; but, owing to diminished timber 
exports, foreign trade as a whole was less good than in 1937. 
Imports fell from a value of 231.3 million lats in 1937 to 
227.4 millions; and exports fell from 261.1 million lats to 
227.2 millions. Currency circulation rose from 142 to 162 
millions, and gold and exchange reserves from 94 to 96 
ions. 


Lithuania 


THE economic development of Lithuania was satisfactory in 
1938; and the general position continued to improve. There 
was a Clearly marked tendency for improvement to be spread 
over as wide an area as possible, and one important factor 
was the public works programme, which, with the help of 
State subsidies and propaganda, increased, for instance, the 
use of fire-proof materials. Brick production is thus up by 
40 per cent. on the previous year. Good harvests increased 
peasant purchasing power; and the Government’s wheat 
export policy also contributed towards this. Imports were 
mainly of finished goods and were valued at 223.6 million 
lits, against 212.6 millions in 1937. Exports were valued at 
233.2 million lits, against 208 millions in 1937. Exports thus 











peaeae oo" 


Pe 





Oe ee a 


, ~ 
ASCO Ne NE OE ST 


28 THE ECONOMIST. COMMERCIAL HISTORY & REVIEW OF 1938 





increased by 12 per cent. and imports by 5 per cent., leaving 
an export surplus of 10 million lits, against an import 
surplus in 1937 of 4 millions. The German share of 
Lithuanian foreign trade has again increased: of imports 
from 21 per cent. to 23 per cent., and of exports from 16 per 
cent. to 26 per cent. Great Britain’s share of imports rose 
from 28 per cent. to 31 per cent., but her share of exports 
fell from 47 per cent. to 40 per cent. Trade with Poland 
has not improved. Currency circulation rose from 143 to 170 
million lits. The cover was 52 per cent., against 68 per cent. 
at the end of 1937. Demand in the money market was active 
and the private banks raised their loans from 467 to 488 
million lits, while investments rose from 273 to 283 million 
lits. Exchange control was somewhat tightened. The rate of 
exchange remained throughout the year at 5.92 lits to the 
dollar. Prices kept firm. State revenue for the first ten 
months was 270 million lits and expenditure 289 millions; 
and the Budget for 1939 is balanced at 376 millions. 


Estonia 


As elsewhere the industrial depression in Estonia first became 
evident in the second half of 1938. In a number of cases the 
improvement of 1937 was even further strengthened, and 
this was noticeably so with agriculture, which enjoyed a good 
harvest and favourable price levels. The total value of agri- 
cultural production in 1938 is estimated at about 200 million 
crowns, against 192 millions in 1937. Beef production has 
increased by 3.4 per cent. and pig production by 1.4 per cent. 
For a number of agricultural products the Government fixed 
minimum prices which were high enough to guarantee a 
profit on the increased production. Industry did not fare 
uniformly. Home markets were not unfavourable, but in some 
branches of the export industry (wood, pulp, textiles) a 
depression was noticeable. 

The total value of industrial production during the year 
was 113 million crowns against 110 millions in 1937. The 
State has been very active in the industrial field, and this 
year has established a cellulose plant, several brick kilns, and 
a peat production plant. Industrial wages increased through 
a shortage of labour. The cost of living changed little. Im- 
ports were valued at 107.2 million crowns against 111.1 
millions in 1937, and exports at 103.9 million crowns against 
106 millions. This recession is partly attributable to reduced 
Prices and partly to fewer imports of raw materials and a 
decline in timber and other exports. The passive trade balance 
is, however, more than made up by receipts from the Estonian 
merchant shipping fleet. To that extent the exchange posi- 
tion was favourable during the year, and no difficulties over 
the provision of exchange for commercial purposes arose. 
Holdings by the Eesti Bank in gold and foreign exchange 
increased during the year by 0.4 million to 51.6 million 
crowns, while the note circulation increased by 2.6 millions 
to 51.7 million crowns. The increase in the note circulation 
was due to heightened commerical activity and partly to an 
improvement in wage levels. The banks did well and actually 
increased the amount of business passing: deposits rose from 
108.4 million crowns to 123.4 millions and loans from 116.4 
million crowns to 129.5 millions. The Government’s 
financial position was normal; and the Budget for 1939-40 
is balanced at 106 million crowns. 


America 


United States 


THE year 1938 opened in severe depression, with production 
over 30 per cent. below the level of mid-1937. This depression 
dragged on for the first six months; then business turned 
abruptly upwards at the mid-year; and, at the year end, about 
half the ground lost in the last half of 1937 had been re- 
gained. The share market was remarkably prompt in “ dis- 
counting ” the upturn, and between mid-June and mid-July 
reached the level at which the year closed. 


week of 44 hours, falling after two years to 40 hours, and a 
minimum wage of 25 cents an hour, rising gradually to 40 

The Tax Act virtually repealed the undistributed 
tax amended the capital gains 
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tax on individuals. The Temporary National : 
Council is to investigate monopoly and the concentration oj 
economic power. In addition, Congress voted large increases 
in the Budget under the spending-lending programme, 
designed to stimulate recovery. 


Treasury Finance.—-At the end of 1938, gross public 
debt was $39,427 millions, compared with $37,279 millions 
at the end of 1937, an increase of $2,148 millions. During 
April, the Treasury realised about $1,200 millions from the 
release of the Inactive Gold Fund, plus $200 millions from 
the monetisation of other gold. This operation was partially 
accomplished by redeeming maturing Treasury bills in the 
second quarter, and this type of Treasury paper was almost 
extinguished for a time. Four long-term Treasury issues 
were offered during the year—in March, a 104 year bond at 
24 per cent. (refunding); in June another refunding issue of 
20-25 year bonds at 23 per cent.; in September, 12-14 year 
bonds at 24 per cent.; and in December, 22-27 year bonds at 
23 per cent. and a 9-year issue at 2 per cent. In December, 
1937, the Treasury had sold a 7-year issue at 24 per cent. 
There were during the year three issues of the 5-year 
Treasury notes (tax-exempt), in June, September, and 
December, each carrying a 14 per cent. rate; the issue of 
December, 1937, had gone to 1} per cent. This indicates 
that during the year there was a decided decline in the 
interest rate on medium and long-term Government securities 
of the order of 4 per cent. 

The Treasury Bills outstanding were greatly reduced by 
the release of the Inactive Fund, but were reinstated later 
in the year. The final issue of the year was subscribed at 
par, except for a fraction which went at a premium. The 
phenomenon of negative interest on the short-term public 
debt is not new, but this episode emphasised it. 


Budget and Banking .—The following table shows the 
general movement of public finances : — 
TREASURY OPERATIONS 


($000,000) 

Fiscal Year ended Receipts Expenditure Deficit 
Jume 1936 ............00000 4,116 8,666 4,550 
June 1937 ............-0++ 5,294 8,442 3,149 
June 1938 ............00000 6,242 7,626 1,384 
Dec. 1937 (half-year) 3,176 3,729 553 
Dec. 1938 no 2,927 4,529 1,602 


Except for the reduction of one-eighth in required reserves 
in April (which increased excess reserves by about $800 
millions) the Reserve Banks took no active rdéle during the 
year. By the transfer of $1,400 millions of gold from the 
Treasury to the Reserve Banks in April, excess reserves were 
correspondingly increased. The abandonment of the Inactive 
Fund also directed new gold into the Reserve Banks, although 
at not exactly the same rate as imports _ At the year 
end excess reserves amounted to about $3,070 millions. With 
the reflux of currency after December, excess reserves rose 
rapidly to new high ground. 

The statements of the Reporting Member Banks showed 
contraction up to April, mostly as a result of falling loans; 
but, thereafter, deposits rose rapidly. Most of the increase in 
deposits was attributed to gold released or imported, but in 
the latter part of the year heavy buying of United States and 
fully-guaranteed securities contributed to the movement. As 
a result, demand deposits at the year end, at $15,986 millions, 
were $1,555 millions higher than at the end of 1937, and at 
a new high level—although total loans and discounts were 
only $247 millions higher. Total reserves of the Reporting 
Member Banks were $1,630 millions higher. Loans contracted 
slowly to about mid-year, and thereafter rose slightly. For 
the year as a whole, loans were down nearly $1,000 millions 
and investments were up about $1,200 millions. 


Money and Investment.—To quote from last year ’s 
survey: “ Except for Government paper there is no monty 
market in New York.” The call market is even smaller than 
a year ago, and its controlled rate never varied through 1937 
or. 1938—1 per cent. on call loans, 1} per cent. on 3-month 
loans. Rates on bankers’ acceptances were continuously 7 Pet 
cent., but on commercial paper they weakened from 1 per 
cent. Both markets are no more than nominal.. The 3-month 
Treasury Bills were virtually without interest through - 
year. The nearest thing to a money in New bate 
is in the Treasury note—the longest (5-year maturity) stan . 
ing at about 1 per cent. through the year. With the eS 
Treasury Bill bearing no interest and with relatively smal 
amounts outstanding, the excess reserves have os 
occupy the functional position formerly held by the 
market 


For the first five months of the year, the corporate new 
issue market was stagnant. In the last seven months it became 





a a a ole Ce oe Ok oe at ap 














Feb. 18} 


quite active. The demand was mostly institutional; the supply 
was largely re.unding bonds. On corporate issues of this 
type, the current yield offered at the year end was barely 
over 3 per cent.; on long municipal or State issues of high 
grade, it was 14 per cent. At no time during the year was 
equity capital available in any considerable amount. During 
the first half of the year, there appears to have been a 
moderate outflow of foreign capital. In the last half, there 
was an enormous flight to the dollar, but apparently little of 
it sought prompt investment. 

The share market rose in January and February, broke 
badly in March, steadied, and rose meteorically at the end 
of June and in early July. Thereafter, except for a brief 
weakness in September, it showed no decided trend to the 
ear end. 

, New capital issues reported by the Commercial and 
Financial Chronicle were: municipal and State bonds, $962 
millions; corporate bonds, $790 millions; corporate stocks, 
$64 millions, of which only $17 millions were common 
stock. Corporate issues described as refunding, amounted to 
above $1,300 millions. The increase in the public debt 
publicly offered was above $1,000 millions. Combining these 
figures, about $2,000 millions of new capital was made avail- 
able to the State and its subdivisions, compared with about 
$850 millions made available to corporate enterprise. 


Prices, Production and Agriculture .—The index of the 
Bureau of Labour Statistics sagged during the year, falling 
from 81 in January to about 77 in December. The net de- 
cline in the index from September, 1937 (when it was 87) to 
the end of 1938, was about 12 per cent. primary commodity 
prices in general sagged during the first half of the year, 
stiffened on the mid-summer upturn, and thereafter were 
inert or heavy. 

The index of industrial production was 80 in January, 
76 in May, and 103 in November—about the level of the 
second quarter of 1936. Residential building rose almost 
month by month from January (26) to October (57)—a 
higher figure than any reached in years. Other building rose 
from 56 in March to 110 in October, partly or largely under 
the influence of the spending programme. As is commonly 
the case, the factory employment index did not fall so low as 
the index of production, and lagged on the upswing. 

Agricultural income in 1938 was estimated at 15 per cent. 
below the level of 1937. Weather conditions were favourable, 
yields good, but prices were lower than in 1937. These low 
Prices affected principally cereals and cotton; but livestock, 
dairy products and miscellaneous items enjoyed fairly good 
prices, Farm income was supplemented by increased bounties 
of various kinds, On the whole, agriculture was less affected 
than industry by the depression of 1937-38, but to date has 
shown less evidence of resiliency. One of the most acute 
problems is that of the accumulated cotton carry-over. Some 
impression of the magnitude of the accumulation is obtained 
by describing it as of the order of one year’s production or 
two years’ domestic consumption. 


_ Foreign Trade.—Generall speaking, imports dropped 
in the first half of the year aad rose in as enenl half, 
following the course of the index of production, except that 
the November imports ($176 millions) were barely above 
those of January ($171 millions), while the production index 
had risen 25 per cent. Exports fell from $289 millions in 
January to $228 millions in July and rose slightly thereafter, 
though this rise was partially of a seasonal character. The 
net result was a continuous and large export surplus, which 
began (with the collapse) in September, 1937, and has con- 
tinued to the present. Altogether, the cycle is far more 
clearly reflected in our imports than in our exports. 


ForgiGN TRADE OF THE UNITED STATES 


($000,000) 

Merchandise Merchandise wie 

Exports Imports nce 
08 iki. 1.675 1.450 + 225 
DOD Sibiitit adits 2,133 1,655 + 478 
DI ctthanablediecces a: 2,283 2,047 + 235 
rR aE 2456 2,423 + 33 
BN onhbcbtnrvsidesens 3,349 3,084 + 265 
TUS sisisede cee as 2,825 1,790 + 1,037 


* 11 months only. 


Gold imports were $1,132 millions in 1934; $1,739 
muons in 1935; $1,117millionsin 1936; and $1,586 millions 
in 1937. In 1938 they were $1,979 millions, of which $1,100 
ne came in September and October. The excess of mer- 
the Ise exports is the largest for any year since 1921, and 
im gold Imports the largest ever. In addition, the net silver 
one in 1938 were $271 millions, bringing total imports 

the precious metals in 1938 to over $2,200 millions, con- 


siderably exceeding our total merchandise imports. 
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Argentina 


IN contrast with the remarkable economic prosperity of 1937, 
the past year has been very disappointing. In the 1937-38 
agricultural Season frost in late spring did great harm to 
wheat and linseed, and prolonged drought in summer de- 
stroyed fully half of the maize crop. Furthermore, 1938 saw 
a big fall in the price of pastoral and agricultural products. 
The volume of Argentine exports in 1938 was only 50 per 
cent. of the corresponding figure for 1937. Owing, however, 
to higher prices at the beginning of the year, the fall in their 
value is less marked, but it amounted, nevertheless, to 39.4 
per cent. In the first half of the year imports were rising in 
response to orders booked during the prosperity of the 
previous period, while exports were falling fast. The balance 
of payments moved against Argentina, and in the first eleven 
months of the year there was an import surplus of 54,835,864 
pesos compared with an export surplus of 751,795,229 pesos 
in the same period of 1937. During the year there was a sub- 
stantial decline in the value of Argentine currency in the 
free market, despite drastic reduction of official expenditure, 
especially on public works. A big Budget deficit appears 
inevitable, and, owing to the menace of unemployment, 
immigration has been further restricted. Internal trade has 
suffered extraordinarily little, because the people who made 
oa in 1937 were able more easily to bear the losses of 


Agriculture.—Up to the end of November the weather 
was very favourable for the 1938-39 crops. As a result of 
regular and adequate rains in the winter and spring (for 
the seasons are the reverse of English seasons) there was a 
bumper wheat crop, estimated at 8,600,000 tons, notwith- 
standing a very late frost which occurred in December. The 
linseed did not fare so well, chiefly owing to parasites, and 
production is estimated at only 1,620,000 tons, which is only 
little more than last year. The exportable surplus of wheat will 
be about twice as large as in 1938, but optimism is tempered 
by the fact that prices are to-day only half as high as they 
were a year ago. In November, owing to the unremunerative 
price of wheat, the Government re-established basic prices— 
7 pesos per 100 kilos for wheat and 13 pesos for linseed. 
The minimum price for wheat, while benefiting the farmers, 
is expected to have an adverse effect on the State finances. 
December, one of the critical months for maize, was ex- 
tremely dry, and the effects of drought were accentuated by 
heat and scorching winds, which reached their harshest 
in the first four days of January. Thus, maize production is 
not expected to be much higher than last year. The drench- 
ing rains which came in the middle of January were too late 
to save the maize in many parts of the country. The outlook 
for the Argentine cotton crop is very encouraging as a 
result of recent rains; the area sown with cotton this season 
is 412,000 hectares, compared with 424,000 hectares last year. 

Foreign Trade.—Imports and exports in the first eleven 
months of 1937 and 1938 were as follows: — 


(In pesos) 
Imports Exports Surplus 
11 months: 
1937 ...... 1,413,946,686 2,165,741,915 (Export) 751,795,229 
1938 ...... 1,325,990,308 1,271,154,444 (Import) 54,835,864 


The»great fall in exports in 1938 was almost entirely due 
to smaller shipments of cereals and linseed. The decline in 
the price of pastoral products was a minor factor. Among 
imports there was a rise in the value of machinery and 
vehicles and to a lesser extent in fuel. All other imports fell 
in value except tobacco and beverages, the fall being most 
marked in the case of iron and textiles. The position of Great 
Britain as a supplier of Argentina deteriorated slightly in 
1938, chief progress being made by the United States of 
America. Towards the end of the year, rigid control of all 
imports was instituted, with a view to reducing the adverse 
balance of payments; and one immediate effect of the new 
regulations is expected to be to benefit Argentina’s best 
customers, notably Great Britain, as well as domestic 
industry. An anti-dumping Bill, directed chiefly against the 
import of cheap goods from Japan and Italy, was presented 
to Congress during the year, but has not yet been considered. 


Railways.—The Bills for the purchase by the State of 
the Cordoba Central Railway, with its subsidiary the steam 
tramway to Rafaela and the Argentine Transandine Rail- 
way, both British-owned, passed Congress, and have now 
become law, both lines being incorporated in the Argentine 
State Railway system. Owing to the return of recession, the 
railways failed to obtain authority to increase their charges. 
A concession, however, was granted in the form of a special 
rate of exchange for remittances of 16 pesos to the £ instead 
of 17 pesos, which is the present official rate, but the amount 
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transferred at this rate must not exceed the total transferred 
in 1938. Railway receipts fell considerably in 1938 owing 
to small crops. 


Exchange.—The official export rate of exchange re- 
mained throughout the year at 15 pesos to the £. The official 
import rate was changed on November 7 from 16 pesos to 
the £ to 17 pesos, owing to the adverse trend of foreign 
trade. Early in 1938 the Central Bank halved the existing 
20 per cent. surcharge on goods imported without prior per- 
mits, and at the same time allowed the free market rate to 
find its own level. During the year the rate fell as low as 
20.66 pesos to the £. Towards the end of the year the Central 
Bank intervened from time to time to support the peso. 





Brazil 


THE political situation has remained quiet. The service on 
foreign loans which was suspended in November 1937, has 
not been resumed, but in the 1938-39 Budget, as in the 1938 
Budget, 240,000 contos have been allocated for service, the 
sum being deposited in a special account in the Bank of 
Brazil. The 1939 Budget shows revenue of 4,070,969 contos 
and expenditure of 4,065,499. 


Trade.—There has been a slight rise in the value of both 
imports and exports. The volume of imports fell. 


Foreign Trade.—The figures for the first nine months 
of 1937 and 1938 are given below: — 


1937 1938 


1,000 1,000 £1,000 1,000 1,000 £1,000 
Tons Contos Gold Tons Contos Gold 
Imports ...... 3,883 3,736 29,455 3,588 3,897 26,960 
Exports ...... 2,382 3,852 33,356 2,892 3,860 27,208 
Surplus ...... po oe 3,901 “ee ae 248 
The export items which showed the largest increases were :-— 
WEED ccscreqvete 25 16 137 42 30 211 
Maize ......... 2 1 6 108 40 281 
Cacao ......... 67 164 1,437 90 154 1,083 
Coffee (1,000 
bags) ...... 8,672 1,578 13,589 12,942 1,724 12,151 
ae 184 774 6,764 209 729 = §,139 


Business Activity — Although gold mines are still work- 
ing to capacity, no new mines of importance have been 
opened up, and the output of iron and manganese has been 
handicapped by lack of equipment and rolling stock. The 
navy has purchased three submarines from Italy and ordered 
a number of destroyers from England, and in addition several 
cargo steamers have been bought from Holland and both 
passenger and cargo ships from Italy. In general, despite 
the handicap of falling commodity prices, the general trade 
and business activity of Brazil resisted the world-wide de- 
pression much more than in most countries. 


Anglo-Brazilian Trade.—Ten years ago British exports 
to Brazil were valued at £18 millions a year. They, have 
rapidly fallen away, as the following table of Brazilian im- 
—_ 7 countries during the first half of 1929, 1932 and 

shows : — 


In £1,000: 1929 1932 1938 
United States .................. 14,483 5,355 7,690 
Great Britain .................. 9,097 3,702 3,002 
GORI. os sisiscinesninionssinis 5,362 1,599 7,554 

Or in per cent. of Brazil’s total 

imports :— 
United States.................. 32-25 29-29 24-55 
Great Britain .................. 20-28 20-09 9-58 
WP senstvieoc<banpeevarenss 11-94 8-07 24-12 
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Chile 


THE economic results of the year have not been so favourable 
for Chile as those of 1937. Since the chief wealth of the 
country lies in its mining and agricultural production, the 
crisis in world markets had a direct effect on the country’s 
prosperity. Yet there was at no time any real internal crisis 
As it was, the Chilean commercial banks and the National 
Savings Bank expanded their credit operations by 7 per 
cent. during the year. 

Foreign Trade.—The world crisis exerted a noticeable 
effect on foreign trade. Exports fell and imports rose, If 
the first eleven months of 1937 and of 1938 are compared, the 
value of exports fell from 880 million gold pesos of sixpence 
to 608 millions (or 31 per cent.), while the value of imports 
rose from 386 millions to 453 millions (or 17 per cent.). 
During the closing months of the year the balance of pay- 
ments took a decidedly unfavourable turn. A marked scarcity 
in available foreign exchange caused a noticeable delay in 
dealing with applications for imports ; and, at the same time, 
prices for free exchange showed a tendency to rise sharply. 
Although the Control Commission maintained the price of 
export dollars at the fixed rate of 25 pesos, by the end of the 
year the dollar in the extra-official market was quoted at 
more than 31 pesos, while the official price of the export 
pound sterling was 118 compared with 145 pesos in the free 
market. In some circles, this increase was attributed to the 
flight of liquid capital resulting from the unlooked-for out- 
come of the October Presidential elections, which gave victory 
to the Popular Front candidate, Sefior Aguirre Gerda; but 
the chief cause was the unfavourable trend of trade. 


_ Mining and Industry.—The following data of the most 
important items in Chile’s economic activities relate to the 
first eleven months of 1938 compared with the correspond- 
ing months of 1937. While no are made public of 
the production of nitrate and iodine, this would seem to have 
somewhat decreased. On the other hand, the production of 
copper bars increased considerably from 241,520 to 308,160 
metric tons, or 27 per cent. Coal output was slightly more 
than 1,800,000 tons, being thus maintained at the same level as 
the previous year. The output of gold was 8,230 kilos com- 
pared with almost 7,540 in 1937. The increase in manufac- 
turing production (in fourteen lines) was relatively small, 
amounting (according to official indices) to only 3 per cent. 
In effect, manufacturing has been maintained at a stationary 
level for the last two years. This is especially true of textile 
production: only the manufacture of cotton cloth, which rose 
27 per cent., showed any important increase in 1938. Building 
construction in the principal communes, which reached its 
highest figure in 1937, fell 10 per cent. in value and 6 per 
cent. in area during 1938. The volume of freight transported 
by rail showed an increase of 6 per cent. 


Prices .—The reduction of world prices affected internal 
prices only moderately. The general index of wholesale prices 
showed a fall of only 5 per cent. The cost of living index, on 
the other hand, continued to increase and was, on the average, 
5 per cent. greater during 1938 than in 1937. In consequence, 
the first measures taken by the new Government were 
directed towards the reduction of prices of principal food 
products, such as bread, meat and milk, which have really 
been relatively high in comparison to the low purchasing 
power of the great mass of the population. 


Uruguay 


POLITICAL conditions continue stable under the new Presi- 
dent, General Baldomir. The fiscal accounts show a surplus; 
and the service of the entire foreign debt, including sterling 
and franc loans, is in process of regularisation. Due to low 
shipments and prices of wool, the supply of export exchange 
has been restricted, and the shortage was emphasised by the 
payment in produce for the machinery, etc., acquired from 
Germany for the Rio Negro h ification scheme. 
The control of exchange and of exports and imports 1s now 
centralised, import exchange quotas being allocated monthly 
to the various supplying countries, with Great Britain and 
Germany in the lead. With a view to reducing imports to 
within the Republic’s purchasing capacity, the “ controll 
importers’ rate was raised at the end of 1938 from 8.58 to 
9.50 pesos to the £ sterling, the increased exchange profits 
resulting to be included in a comprehensive four-year Pro- 
gramme of public works which will cost in all nearly 80 
million pesos. The outlook for 1939 is somewhat uncertain, 
being dependent largely upon the sale of the 1938-39 wool 
clip, the quantity and quality of which are reported to be up 
to standard. 
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Colombia 


Dr Epuarpo SANTOS assumed the Presidency of Colombia 
in August last, and his Government enjoys general confi- 
dence. Fiscal expenditure has been kept well within income, 
while the Government has set up an Advisory Council to 
assist the Finance Minister in negotiations with foreign 
creditors. At the end of 1937 the outlook was obscure by 
reason of Brazil’s new policy of open competition in world 
markets for coffee, which is Colombia’s chief product. 
Actually, Colombia adjusted herself to the new situation, 
and a noteworthy general recovery was recorded last year, 
due largely to the high price of Colombian coffee in New 
York, which more than made up for the losses suffered 
at the end of 1937. Total exports of coffee in 1938 were 
4,263,049 bags of 60 kilos, representing an increase of 203,397 
bags over 1937. Other agricultural products and cattle have 
enjoyed good markets. 

The general recovery has been assisted by the heavy inflow 
of capital from abroad, chiefly on behalf of oil interests, 
and there has been a marked increase in the output of both 
petroleum and gold. The authorities have been able partly to 
relax the measures for controlling imports and foreign ex- 
change operations introduced at the end of 1937, while 
allocations of exchange permits in payment for imports are 
now made without delay. There have been rapid develop- 
ments in road and air transport, as well as in construction 
and manufacturing equipment generally, which, coupled 
with the favourable coffee prospects, afford a promising out- 
look for the future. The United States leads in the Colom- 
bian export and import markets, followed by Germany, 
whilst imports of British goods hold third place. At the end 
of 1938 it was announced that the existing Anglo-Colombian 
Trade Agreement had been extended indefinitely, but that, 
after September 30, 1939, either party might give three 
months’ notice of cancellation. 


Ecuador 


A RETURN to constitutional government was effected in 
August, 1938; and subsequently Sefior Aurelio Mosquera 
Narvaez was elected President. Following the decontrol of 
the exchanges in August, 1937, there was a short wave of 
prosperity, but, due mainly to excessive imports, there was a 
serious decline in the Central Bank’s reserves, which led to 
the establishment of import controls and a monetary policy 
of deflation. Consequently, for the greater part of 1938 
imports were reduced to minimum requirements, while, 
with the rediscount rate raised from 4 to 7 per cent., there 
was a contraction in currency circulation and bank credit, 
which enabled the Central Bank to maintain the rate of ex- 
change at around 14.40 sucres per United States dollar. 
At the end of 1938 the Commission to authorise permits 
was suppressed, and it was announced that the allocation of 
import quotas by nations would be cancelled and that indi- 
vidual quotas would be granted to merchants in proportion 
to their average imports for the past three years. The United 
States secures the bulk of Ecuadorian trade, with Germany 
a strong competitor through the “ Aski” mark system. On 
the whole, business in 1938 was generally satisfactory, and 

er expansion is anticipated in 1939; it is expected that 
the rigid control will be gradually relaxed. Total cocoa out- 
Put in 1938 was 366,998 quintals, against 448,948 quintals 
in 1937. Cocoa prices at the end of the year were firm, with 
only small lots coming from producing centres, and these 

eagerly competed for by exporters. The coffee market 
was dull, but the cotton crop was abundant and sufficient 
to satisfy local requirements. The Central Bank assisted in 
financing the cotton crop until the factories were in a posi- 
tion to absorb it. 


Peru 


THE more prosperous conditions experienced in Peru during 
recent years suffered a check last year owing to the failure 
of the cotton crop and the fall in commodity prices, although 
ions were not so severe as might have been ex- 

Pected, and the foreign exchange market remains uncon- 
- The Budget should show another surplus for 1938, 

and, although some decline in revenue may be anticipated in 
ee the general outlook may be described as satisfactory. A 
has been put forward for the settlement of the Guang 

Loan, which gives rise to hopes that proposals may be forth- 
coming in respect of the foreign debt service as a whole. The 
t has actively pursued its programme of public 

$s, particularly road building, ports and irrigation. Large 
Sums have been expended on these projects and on the re- 
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building of the Presidential Palace and Courts of Justice, 
all of which have tended to assist local trade and keep down 
unemployment. There has also been great activity in private 
building, and there has been something in the nature of 
a building boom in Lima. 

Largely as a result of the failure of the 1938 cotton crop, 
as well as of heavy imports, the export surpus showed a 
marked fall in 1938. The total value of imports during the 
first ten months was 213.4 million soles, against 188 millions 
and 166.4 millions, respectively, in the corresponding periods 
of 1937 and 1936, Exports totalled 272.8 million soles, com- 
pared with 308 millions in 1937 and 281.4 millions in 
1936. Thus the export surplus at the end of Octo- 
ber, 1938, was 59.4 million soles, against 120 millions 
and 115 millions, respectively, at the same date in 1937 and 
1936. Imports have come chiefly from the United States 
and Germany, with Great Britain a poor third. German 
imports are assisted by the “ Aski” mark system as well as 
by improvements in maritime and air transport connections. 
Large contracts also have gone to Germany, including the 
important hydro-electric plant which supplies light and 
power to Lima and the Rimac Valley. Prospects for the 
1939 cotton crop are satisfactory, and, should prices prove 
remunerative, the country’s prosperity should resume its 
upward trend. 


Bolivia 


A GENERAL ELECTION was held in Bolivia in March, and in 
May the National Assembly elected Lieutenant-Colonel 
German Busch as Constitutional President of the Republic. 
In July the peace treaty with Paraguay was signed in Buenos 
Aires, and the outlook for trade then became more settled. 
At the end of September the Bolivian Government removed 
the restrictions upon imports of luxuries that had been in 
force for some time, thus enabling all classes of goods to be 
purchased abroad, although, in order to control prices, special 
permits became necessary to import certain foodstuffs and 
other articles of prime necessity. The relaxation of import 
restrictions, however, was accompanied by a general raising 
of the Customs tariff. A single official rate of exchange of 
141.40 bolivianos to the £ became operative in June, and 
has since remained unchanged, but the Government con- 
tinues to acquire a percentage of export bills arising from 
shipments of tin at a special rate of 82 bolivianos to the £. 
Economic conditions in Bolivia depend very largely upon tin, 
the price of which fell gradually during the first five months 
of the year to under £160 per ton. Since the beginning of 
October, however, the price has been above £200 per ton, 
and, in consequence, the supply of foreign exchange in 
Bolivia should become more plentiful. Meanwhile, 1938 
closed with exchange cover scarce and difficult to obtain; 
it was understood that only one-fifth of the amounts applied 
for were being authorised, allocation depending on the class 
of goods to be imported. 


Paraguay 


THE outstanding event in Paraguay during 1938 was the 
signing of the peace treaty with Bolivia after the protracted 
Chaco dispute, thus paving the way for a return to fiscal 
stability and normal social and political conditions. Con- 
gressional elections took place in September, and a new 
Cabinet was formed. With the elimination of the necessity 
to maintain large armed forces, national expenditure is 
being considerably reduced. Arrangements were made in 
February for the renewal of remittances to London for the 
sterling debt service, although they were interrupted for a 
time owing to the exchange shortage. Unofficial control of 
exchange was established in July by the Banco de la 
Republica in order that their sales of exchange might be re- 
stricted to cover the purchase of primary necessities. The 
German “ compensation ” mark is quoted at a large discount 
on the Reichsmark, and imports from Germany are thereby 
stimulated. A decree issued in June imposed an internal 
consumption tax which in effect has meant a small increase 
in import duties. The continued abnormally low level of the 
River Paraguay—the main artery of commerce—gave cause 
for anxiety due to the cost of transhipment and the disloca- 
tion of services. The cotton harvest was disappointing, which 
had an adverse effect upon trade. At the end of 1938, how- 
ever, rain fell over the greater part of the country, affording 
brighter prospects for transport, cattle, cotton, timber and 
tobacco. The outlook for the coming cotton crop is good, 
and the output is expected to exceed that of last season. 
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Venezuela 


Tue political situation is still normal and the state of the 
national finances is satisfactory. Trade was restricted last 
year owing to merchants being over-stocked with most com- 
modities; and there is little prospect of this position being 
liquidated for some time, as the coming coffee crop is ex- 
pected to be only one-third of the normal yield, with the 
result that purchasing power in the interior will be reduced. 
Preference in foreign exchange was given to Government 
requirements, which decreased the amount available for com- 
mercial needs, but the position eased at the end of 1938, 
when the exchange market returned to normal. Heavy floods 
at the end of the year seriously interrupted communications, 
and caused much damage to crops, so that the agricultural 
situation reached a grave point. The principal event of the 
year, which is expected to improve the general situation, is 
the adoption of the comprehensive Three-Year Economic 
Plan, covering public works, social schemes, etc., work on 
which has been started. A decree issued in December pro- 
vided for the exploration of a large section of Venezuelan 
Guiana, where extensive tracts of land, at present almost un- 
explored, are believed to be suitable for agricultural and 
mineral exploitation. Commercial policy is now based upon 
a system of reciprocity, and several arrangements with 
foreign countries have been made on this basis. Imports are 
now authorised according to global quotas for various classes 
of goods or according to the individual sources of imports. 


Mexico 


CONDITIONS in Mexico during 1938 were overshadowed by 
the decision of the Mexican Government in March to ex- 
propriate the oilfields worked by foreign companies. Diplo- 
matic relations with Great Britain were subsequently broken 
off by Mexico on an issue not directly concerned with the 
expropriation decree, and relations with the United States 
were severely strained. The economic effect of this further 
step to alienate foreign capital cannot yet be fully judged, 
but figures published recently by the National Bank of 
Mexico show that the production of petroleum for export 
tended to decline last year. Foreign trade statistics from the 
same source also show a fall in the value of total exports 
in the months immediately following the expropriation of 
the oilfields, although for the first eight months of the year 
the figure was 594.8 million pesos against 584.1 million pesos 
in January-August, 1937. Imports in the eight months were 
valued at 334.9 million pesos against 406.3 millions in the 
same months of 1937, so that the export surplus was actually 
greater at the end of last August than a year before; it 
amounted to 259.9 million pesos against 177.8 millions. 

Mexico is the world’s largest producer of silver, which it 
sells almost exclusively to the United States, and much 
depends upon the silver policy of the United States Treasury. 
During the first nine months of last year the exportable pro- 
duction of gold, silver, lead and zinc showed an increase 
over the previous year, but later statistics may reveal the 
effect of the 12 per cent. export tax imposed in August last 
which, it was feared, would have severe repercussions on 
the country’s valuable mining industry. 

The currency has fallen from its former pegged level of 
3.60 pesos per United States dollar to about 5 pesos per 
dollar, which increases the cost of importing supplies from 
abroad but cheapens the price of Mexican products in 
foreign . Recent developments, however, point to an 
extension of trade with other countries on a “ compensation ” 
basis, and closer economic relations between Mexico and 
Germany appear to be likely. 








Other Countries 
Turkey 


Over 1938 has hung the shadow of Atatiirk’s illness and 
death. It will long remain in Turkish memory as a fateful 
ag But ew ee ae nor boom; 
and even the war scare was probab acute in Turkey 
than elsewhere. r 


Foreign Trade.—Two phenomena have been outstand- 
ing: the appearance, for the first time since 1929, of an 
import surplus in trade, and the marked increase in the 
German share in Turkey’s trade. At the end of November, 
1937, Turkey could boast of an export surplus of 
£T 15,882,108. At the end of November, 1938, the position was 
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reversed, and there was an import surplus of £T 10,965,000 
It is, however, possible that figures for the whole of 193g 
will show some improvement. In any case, the adverse 
surplus does not reflect any serious deterioration of Turkish 
foreign trade; the import surplus was brought about by a 
spectacular rise in imports, which leapt from £T 101,276,317 
in the first eleven months of 1937 to £T 137,557,000 in the 
corresponding months of 1938. At the same time, exports 
also rose from £1T117,158,425 to £T126,592,000, though 
they failed to keep pace with imports. The increase in 2x- 
ports was particularly marked in the case of raisins and 
sultanas, hazelnuts, figs, cotton and barley, while sales of 
mohair, wheat, wool and hides were smaller than in 1937. 


On December 31, 1938, the Turkish clearing owed to 
foreign countries a total of about £T63,000,000, of which the 
German share was about £T27,000,000 and the British 
about £T11,000,000. Although there has been a considerable 
effort to reduce Turkeys trade dependence upon Germany, 
the Reich’s share in Turkey’s trade rose sharply in 1938 from 
45 per cent. in the first eleven months of 1937 to 51 per cent. 
in the corresponding months of 1938. The recently ratified 
German loan of Rm. 150 millions is expected to lead tu a 
still greater advance. The British share of Turkey’s trade in 
the same period advanced from 8 to over 9 per cent. While 
Turkish exports to the United Kingdom fell, imports from 
the United Kingdom rose, causing an increased Turkish 
indebtedness in the Turco-British clearing. 

Agriculture and Industry.—The area of cultivated 
land at the end of the year was somewhat greater than in 
the agricultural year 1937-38, when it was 4,500,000 hectares 
compared with only 3,500,000 hectares in 1936-37. Total 
production was 103,000,000 cwts, against 84,000,000 in 1937. 

State-controlled industrialisation proceeded according to 
plan. Among new factories, the Karabiik steel mills are by 
far the most important, and they are expected to begin 
operations in April next. Private industry profited by a re- 
duction in duties on raw materials and by a revision of 
the production tax, but in general private enterprise did not 
make the headway made by the public undertakings. 

The Institute of Mining Research has continued to search 
for fresh ore deposits. Coal output is still handicapped by 
the Turkish peasant’s reluctance to work in mines, and 
growing orders from nearby markets often cannot be met. 


» Budget.—State revenue at the end of the financial year 
1937-38 amounted to £T323,602,000 compared with 
£T276,020,000 in 1936-37 and £T235,266,000 in 1935-36. 
There was some reduction in taxation. Turkey’s re-armament 
programme is going ahead at full speed. 


Japan 


PRODUCTION, trade and finance have all been affected by the 
demands of war, and the national economy has been put 
under wholesale State regimentation. Production was inten- 
sified in the heavy industries, while light industries curtailed 
operations drastically owing to raw material difficulties. 
Export trade consequently suffered, but there was a small 
export surplus, the contraction in imports being more marked 
than in exports. Commodity prices were at a higher level 
than in 1937, but the upward trend was, under regulation, 
not so rapid as in the preceding year. The Government con- 
tinued to finance the Budget deficit by inflationary borrow- 
ing, but no serious currency expansion and the 
money market remained quiet. The rice harvest was not up to 
expectations, and the late cocoon crop was rather unsatis- 
factory, but the farm income was more than compensated 
for by higher agricultural prices. 


Public Finance.—The Budget for 1938-39 estimated 
expenditure at 3,514.5 million yen against estimated revenue 
of 2,395.4 million yen, revealing an appallingly large deficit 
of 1,119 million yen. Nearly 10 per cent. of this gap was 
filled by fresh taxation and the rest by a new loan. Expendi- 
ture on the China campaign, which was separately budgeted 
for, amounted to 4,850 million yen in 1938, against 2,548 
million yen in 1937. Compared with the preceding year total 
national expenditure in 1938 increased by 2,834.8 million yen 
to 8,364.5 million yen. The national accounts for the first 
six months of the fiscal year ended September 30th show 
revenue amounting to 866 million yen and expenditure to 
949.5 million yen, against 591 million yen and 1,027.8 million 
yen, respectively, in the corresponding period of 1937. The 
National Debt rose by 3,629 million yen to 15,522 million 
yen during the first eleven months of 1938. The Budget 
estimates (excluding war estimates) for the next fiscal year 
show expenditure at 3,694.7 million yen, against revenue 0 
2,801 million yen. The deficit of 894.6 million yen is again 
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covered by borrowing. The following table gives Budget 
pre for the three fiscal years : — 


1937-38  1938-39¢ 1939-40+ 

(In million yen) 
Expenditate ...-...eeeseess 3,488-9 3,514-°5 3,694-7 
REVENUE «0... -ceee reer cree ees 2,172-9 2,395°4 2,801-0 
Deficit ..-seeeceereeenneeerress 1,316-0 1,119+1 893-7 


+ Estimates of expenditure on the China campaign excluded. 


Money and Investment .—-The cheap money policy was 
well maintained, and conditions in the money market were 
on the whole easier in 1938 than in the preceding year. The 
note circulation continued to expand, particularly rapidly in 
the closing months of the year, and in December was some 
300 million yen above the level at the end of 1937. Despite 
the long-continuing drain of foreign exchange resources, the 
yen exchange was still firmly pegged at 14d. in terms of 
British currency, and the movement of the yen-dollar ex- 
change ranged between 29}c. and 27c. The new capital 
market was decidedly more active in 1938 than in 1937, 
though Government borrowing again took first place among 
new issues. New capital raised during the first eleven months 
of the year amounted to 4,676.4 million yen, against 1,555.4 
million yen and 1,403 million yen, respectively, in the corre- 
sponding periods of 1937 and 1936. 


Production, Profits and Prices.-—— Production was 
further intensified in the heavy industries, while output in 
the light industries reached the lowest level of recent years. 


Jan.-Nov., Jan.—Nov., Jan.-Nov., 
1936 1937 1938 
Bales Bales Bales 
Cotton yarn ...... 3,280,812 3,691,437 2,640,116 
(In thousands of square yards) 
Cotton cloth ...... 1,644,662 1,688,458 1,489,974 
Lbs. Lbs. Lbs. 
Rayon yarn ...... 236,320,200 301,590,200 196,790,000 


Figures of the output of iron, coal and steel are, for 
strategic reasons, not available. 

According to Mitsui Gomei Kaisha’s half-yearly analysis 
of joint-stock industrial undertakings, the net earnings of 
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1,000 companies in the first half of 1938 amounted to 
602,236,000 yen, compared with 526,559,000 yen and 
565,237,000 yen, respectively, in the first and second halves 
of 1937. The Bank of Japan’s index number of wholesale 
prices (July, 1914 = 100) was 201.8 in November, compared 
with 188.8 in November, 1937, and 161.8 in November, 1936. 


Foreign Trade.—In the first eleven months of the year 
the total value of imports was 2,380.4 million yen, and of 
exports 2,394.3 million yen. Compared with the correspond- 
ing Period of 1937, imports and exports fell in value by 
1,145 million yen and 508.5 million yen. There was thus an 
export surplus of 13.9 million yen, against the 1937 import 
surplus of 622.5 million yen. The following table gives figures 
for the first eleven months of each of the past three years : — 


Import (—) or 


Imports Exports Export (+) 
Surplus 
Yen Yen Yen 
(000’s omitted) 
WO aitcrs estas Rese 2,479,165 2,396,163 — 83,002 
I pace ec: 3,525,345 2,902,848 — 622,496 
SU oie 2,380,403 2,394,323 + 13,919 


Both imports and exports were considerably lower in value 
each month last year, with the exception of November, but 
percentage decreases were higher in imports than in exports. 

Compared with 1937, the largest decline in imports was in 
raw materials. Raw wool imports fell by 69 per cent.; wood 
pulp imports by 62 per cent.; raw cotton imports by 53 per 
cent., and crude rubber imports by 52 per cent. The decline 
in exports was most conspicuous in textiles; exports of 
cotton piece-goods fell by 29.9 per cent. and exports of raw 
silk by 13.9 per cent. 


There was a considerable change in the distribution of 
trade. While trade with Manchukuo and China expanded 
markedly, trade with British India, the Union of South 
Africa, Australia and New Zealand, the Dutch East Indies 
and the United States of America contracted sharply. It is 
worthy of note that, in face of the general decline, Japanese 
purchases from Germany and Italy show little change, and 
even a slight increase in the case of Italy. 
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China 


CumnA, with head bloody but unbowed, may well thank the 
gods for her unconquerable soul. Her shipping has been 
driven from the seas and the main inland waterways; her 
invaders have penetrated to the heart of the country; and life 
and property have been subjected to merciless destruction. 
Yet China survives as a nation and, while the Government 
depends for its supplies on newly developed communications 
with the outside world, traders still manage to transport their 
cotton and eggs to Shanghai and their silk, tea and other 
produce to Hongkong. Nevertheless, eighteen months of war- 
fare have played havoc with the nation’s economy; and the 
past year has witnessed Japan’s unchecked efforts to mono- 
polise the trade of the country at the expense of existing 
interests. As the year ends, all the main treaty ports, with the 
exception of Swatow and Foochow, are in the hands of the 
Japanese, while the Yangtsze and the Pearl Rivers are closed 
to all non-Japanese merchant vessels. Foreign trade, apart 
from military supplies, is rapidly contracting and, although 
the Japanese are pinned to restricted areas by guerilla bands, 
the Chinese Government’s writ runs only in a few provinces 
in the West and South-West. 


Political.—For the first nine months of the year the 
capital of the country was Hankow. With the approach of 
Japanese forces the Government retired on Chungking, which 
is now the headquarters of Marshal Chiang Kai-Shek. Many 
Officials subsequently moved to Kunming (Yunnan), which 
is connected by rail with the French port of Haiphong. 
Chiang Kai-Shek’s administration commands the loyalty of 
the Chinese people, which has remained undisturbed by the 
defection of Mr Wang Ching Wei in the last weeks of the 
year. The belated financial aid being given to the Chinese 
Government by Britain and America is no doubt appreciated 
but it is hardly likely to break the present military deadlock. 


Customs Revenue.—The total Customs revenue for th 
year amounted to $254,570,000, compared with $342,900,000 
in 1937 and $324,583,000 in 1936. The collections at the 


principal Customs stations in 1938 compared with 1937 were 
as follows :— 


(In million $ Chinese Nat. Currency) 


Increase ( +) 


1937 1938 or decrease (—) 
IE wececnccererss 142-1 84-9 — 57-2 
PORT... ctegeccpevensee 33-4 56-4 + 23-0 
COTE ics dan cncincie ss 12-8 19-5 + 6-7 
Kowloon ............... 16-4 13-8 — 2-6 
EROOROW — .... oc cccccccces 25-8 8-2 — 17-6 
TEED —-nivnacdscccosie 24-2 8-8 — 15-4 

Revenue collected at ports under Japanese control has been 


deposited with the Yokohama Specie Bank, but, with 
ception of one payment, none has been released 
Customs Administration. The service of foreign 
cured on the Customs revenue has been duly met 
of $77.9 millions, one million more than last year. 
American wheat and flour loan of 1931 and the cotton 
wheat loan of 1933 have also been met in full, but i 
cases payment was made from the flood reli 

loan service has cost $129 millions, an funds 
have been apparently advanced to the Customs by the Chi 
Government. 


Foreign Trade.—Statistics for the whole of 1938 are 
oF et ee oe eee ee Laas 
as follows :— 


7 
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January to November, 
1937 1938 
(In million $ C.N.C.) 
FMPOTOD . sencnevisccensrcncsctencess’ 900-7 814-1 
OUD a cscesqcccscsscnaccesseesee 783-0 703-0 
Surplus of Imports — .......0004. 117-7 111-1 


Exports of treasure amounted to $80 millions, com 
with $3343 millions in the first eleven months of 1937. 


The decline of approximately 10 per cent. in both imports 
and exports does not take into account the severe fall in the 
value of the Chinese dollar after the first half of the year. In 
ports such as Tientsin, Tsingtao and Shanghai a considerable 
quantity of merchandise has been imported from Japan with- 
out passing through the Customs. In addition, the Chinese 
Government is for certain shipments of tea and 
metals (wolfram, tin and antimony) which do not appear in 
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the Customs returns. These shipments formed part of a barter 
t with Russia in exchange for armaments, prin- 
cipally aeroplanes. 


Currency —During the early part of the year the Chinese 
dollar exchange was maintained at about 1s. 2d., but in 
March the Chinese Government introduced regulations re- 
quiring formal applications for allotment of foreign ex- 
change. This led to the development of an unofficial exchange 
market and, despite the support given to official rates by some 
of the foreign banks, the business rate declined sharply and 
sank to 8d. in June. Since then there have been slight fluc- 
tuations and, at the end of the year, the rate was 84d. The 
cross rate between Hongkong and Shanghai moved up from 
110 at the beginning of the year to 180 in the autumn, but 
later dropped to around 170. In areas under Japanese control 
efforts have been made to force upon the people Federal 
Reserve Bank notes which are nominally linked to the yen, 
although unsecured. These efforts to obtain redeemable 
Chinese notes in exchange for notes of doubtful value have 
not been altogether successful. 


Communications.—The main navigable waterways and 
most of the railways are now in the hands of the Japanese. 
With the fall of Canton and Hankow, the Chinese Govern- 
ment’s lines of communication with the sea have been pushed 
back. For the greater part of the year Government supplies as 
well as ordinary merchandise were being transported from 
Hongkong over the Kowloon-Canton and Canton-Hankow 
railways, supplemented by road transport between Canton and 
Hankow during the periods when the railways were inter- 
rupted. Since October the French territory of Kwong-chow- 
wan and the port of Haiphong in French Indo-China have 
been the bases for supplying both military stores and mer- 
chandise. From Haiphong the railway to Kunming (formerly 
Yunnanfu) is the main feeder for the Chinese Government, 
but communication by road with Burma has now been estab- 
lished. Air services were suspended after the invasion of 
South China, but occasional flights are carried out between 
Hongkong and Kunming, and there is a regular service be- 
tween the latter city and Chungking. 


Egypt 


Ecypt had to contend during 1938 with an unsettled situa- 
tion in the Mediterranean and on her Lybian and Palestine 
borders. The chief domestic event was the dismissal of the 
Nahas Cabinet and the advent of the Mohamed Mahmud 
Ministry, which obtained a large majority at the elections in 
April. Defence measures were speeded up considerably after 
the September crisis, with a consequent unbalancing of the 
Budget. The business recession that started in the spring of 
1937 continued right up to the end of 1938, which found 
the country in an unsatisfactory position. 


Agriculture and Industry.—Agriculture presented a 
mixed picture. The 1937-38 cotton crop was by far the 
largest on record, namely, 10,600,000 kantars, and, with a 
bumper production in the United States also, prices declined 
heavily. Acreage was curtailed, and the 1938-39 crop, reduced 
by insect attacks, reached only 7,200,000 kantars. Yet prices 
fell below the level of the previous season. The wheat crop did 
not exceed domestic needs and prices were firmly held. The 
acreage under rice, which had been almost halved in the 
preceding year owing to unjustified fears of water shortage, 
reverted again to the earlier record figures, and, with the fall 
in prices that followed, both domestic consumption and 

In industry the main feature was the erection of new 
textile plant, the drastic tariff increase on foreign cotton 
goods and, towards the close of the year, the adoption of a 
quota system for imports based on the purchases of Egyptian 
raw cotton by manufacturing countries. 

Trade.—The Egyptian flag advanced in 1938 to fourth 
rank in the traffic of the port of Alexandria with 543,502 tons 
out of a total of 5,621,955 tons, against 366,332 tons out of 
5,696,161 tons in 1937, when Egypt came sixth. — 

Foreign trade fell off appreciably, chiefly owing to the 
decline in the value and volume of cotton exports : — 


1938 

(11 months) _— 

£E £E 
Exports .........ccccseeeeess 36,165,099 26,090,596 
of which cotton ......... 26,316,968 18,803,284 
PRRIID . y cituads «bins icaseeson 34,502,239 32,430,420 


The import surplus was actually greater than shown, 8 
the increased imports of war material are not included in the 
figures above. 


ry c= J 
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Industry and Trade 
Foodstuffs 


Grain 


Tue following account of the 1937-38 wheat season is taken 
from the December issue of “‘ Wheat Studies,” published by 
the Food Research Institute, Stanford University, 
California: — 

Scarcity continued to mark the crop year 1937-38, but it 
was met without severe strain and was significantly t 
by increasing assurance of large wheat crops in 1938. In con- 
sequence, the course of wheat prices was downward, in striking 
contrast to the advances through most of 1936-37. 

A normal harvest in the United States—the first in five years 
—accounted for most of the substantial net increase in world 
wheat production in 1937. Severe crop damage in Canada and 
Argentina, and mediocre outturns in many other countries, 
were offset by large crops in Australia, Roumania, Italy and 
several minor producers. Soviet Russia, from big grain crops, 
exported more than for several years past. Wheat supplies for 
the world ex Russia were therefore slightly larger than in 
1936-37, despite very low initial stocks. 

International trade in wheat and flour was light; net exports 
of net-exporting countries totalled only 553 million bushels. 
Australian net exports slightly exceeded those of the United 
States. Canadian and Argentine exports were unusually small, 
and those from all other countries constituted an exceptionally 
large fraction of the total. Japan, restricting wheat imports 
and consumption, forced her flour into Chinese areas as her 
armies extended their domination and had net exports equiva- 
lent to 10 million bushels. Germany, seeking to build emer- 
gency reserves, and Spain, because of civil war, had the largest 
net imports for years. 

Wheat supplies for 1937-38 were peculiarly distributed by 
classes. Soft white wheats were relatively most abundant, due 
particularly to Australia’s good crops, but also to a record out- 
turn in the Pacific North-West of the United States and to a 
succession crops in India. By contrast, exportable sup- 
plies of good hard wheats were exceptionally scarce. This was 
due to small 1937 carry-overs in North America and Argentina 


and to short crops in Canada and Argentina that were not 
fully counterbalanced by surpluses of these crops in the 
United States. ; 
Wheat utilisation in the aggregate was held down by fairly 
high wheat prices, and in many countries by Government 
measures, old or new. The world carry-over consequently rose 
to a figure equal to the average in the pre-surplus period. 
latter half of the 1937-38 season was dominated by 


the prospects of exceptionally high wheat yields on an en- 
larged world acreage. As is shown in the table below (which 
is compiled from statistics of the International Institute of 
Agriculture), world production in 1938 is now estimated at 
aa bushels, compared with 3,825 million bushels 
in 1937, 


Wortp Propvuction, TRADING STOCKS AND PRICES OF WHEAT 


(In millions of bushels) 





. World 
World exportable 
ee — World | Average 
Season ©) | World | export- | Dnt. 
August, |———7————| | import | “tie” | Tmpert 
to Total (incl.| require- | end-of- got) 
July Exporting —- “— “over | ments edie (shillings 
Countries untries previous per cwt.) 
year) 
1928-29 ...... 2,849 1,077 1,376 8838 444 10-20 
1929-30 ...... 2,242 1,223 1,061 671 434 9-98 
930-31 ...... 2, 1,062 1,324 826 499 6-10 
1931-32 ...... 2,686 1,189 1,321 809 514 5-76 
1932-33 ...... 2,451 1,405 1,235 629 609 5-77 
1933-34 ...... 2,320 1,500 1,109 545 564 5-21 
1934-35 ...... 2 1,404 897 533 371 5-83 
1935-36 ...... 2,153 1,409 711 502 241 6-65 
1936-37 ...... 1,220 688 599 100 9-53 
1937-38 ...... 2,495 1,330 714 524 192 9-46 
1938-39(c) 2,920 1,480 1,135 540 595 6-05(d) 


(a) Excluding U.S.S.R., China, Iran and Iraq. 
(c) Provisional. 


z 


(6) Including U.S.S. 
(4) August-December, 1938. 
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Both importing and exporting countries were responsible 
for the enlarged production; Australia was the only major 
wheat grower in which yields fell substantially below those 
of last year. Figures for individual countries are given 
below; the source of the table is again the International 
Institute of Agriculture: — 


ACREAGE AND PRODUCTION OF WHEAT 


(Excluding countries whose crop in 1929-33 was less than 
15 million bushels) 





Areat Production 


Countries 











Average| 1937 1938 | Average 1937 1938 
1929-33 | 1937-38 | 1938-39 1929-33 | 1937-38 | 1938-39 


"000 acres *000 bushels 
§,522 


3,234 











Total Europe§ ...... 





USS.R.*(b) ... {is 













ie 25,936 
(w) | 37,780 | 46,946 | 49,711 
United States... {5 17,514 | 20,510 
Total N. America 90,151 





SR cenenesiissenmersante 32,516 | 33,215 | 35,635 
a epcensneaseuspeces 1, 1,752 1,777 

ID). covcaeanpeens 3,441 2,967 eee 
Turkey ............ 7,231 8,323 




















Total Asia§ ......... 46,462 | 47,230 | 49,725 
Algeria ........0..0c0++. 3,839 | 4,311 | 4,139 
Egypt ...... 1,595 | 1,421 | 1,470 
Freach Morocco ...... 2,885 | 3,027] 2,906 





10,010 


ee eee eS 


as an animal feedingstuff, caused by the shortage o 
maize. This surplus has induced the Governments of export- 


5 


unknown quantity of wheat early in 1938, a transaction 
whose methods met with some criticism from the British 
milling trade; later in the year, bulk purchases were also 
made of Roumanian wheat. 


AveRaGe Pricz oF ALL Wueat (c.1.F. British Ports) 


(In shillings per cwt.) 


oe 











4-84 | 6-00 | 6-06 | 5-77 | 5-78 | 7-47 | 10-61 | 7-14 
4°36 | 6-00 | 5-74 | 6-09 | 6-23 | 7-87 | 10-33 | 6-50 
4°68 | 6-04 | 5-50 | 6-03 | 6-66 | 8-36 | 10-23 5-89 
518 | 6-08 | 5-10 | 6-03 | 6-61 | 8-80 | 10-09 | 5-61 
5-84 | 5-98 | 5-33 | 5-88 | 6-48 | 9-35 | 9-79] 5-10 
6-06 | 5-74 | 4-69 | 5-63 | 6-83 | 9-94 9-76 . 
6-28 | 5-48 | 5-05 | 5-57 | 6-97 | 9-89 | 9-88 
6-22 | 5-58 | 4-89 | 5-59 | 6-93 | 9-88 | 9-40 
6-32 | 5-34 | 4-90 | 5-71 | 6-83 | 10-37 9-08 
6-42 | 5-54 | 5-01 | 5-80 | 6-81 | 10-99 | 8-34 
6-96 | 5-68 | 6-11 | 6-00 | 6-69 | 10-74 8-31 
5-96 | 5-78 | 4-97 | 5-83 | 6-92 |10-83 | 7-76 
5-76 | &-77 5-83 9-46 
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British imports of cereals in 1938 are given below: — 


British IMpoRTS OF WHEAT AND OTHER CEREALS 


a 


Value 


Quantity 





1929 | 1937 | 1958 























Wheat from— Cwts. £ £ f 
ERB ccsvenins me oes 3,055,370) 3,055,370 
Germany ...... ose ave 206,49. 253 
Roumania...... wis § wis 1,028,375) 735,101 
United States | 22,265,950 15,789,880) 11,742,051) 1,687,001; 6,740,275 
Argentina...... 45,378,474 5,810,656)22,906,500} 7,206,171} 2,507,483 
British India 4,397,21 78, 134 3,194, 1,606,138 
Australia ...... 923} 31,005,730} 6,840,517/11,510,096) 11,936 04) 
Canada ......... 28,853,37 1/14,162,371/19,157,9 11,212,121 
Other countries} 3,993,551 2 825,370 
Total wheat 38,618,152 
Wheat meal & 
flour from— 
France ......0:. 52,785 
United States 225,055 
Argentina...... 142,973 
Australia ...... 1,420,386 
cotini 2,090,739 
Other countries 48,606 





Barley ......... 099 
COURT cncesesrevac . 536,725 
Maize.........+++ 15,282, 135{21,411,441/17,709,955 
Total of grain 

74,434,439 


and flour® .. een 200,214,548'95,914,625)91,367,1 


* Including other items not given above. 


In the United Kingdom, yields of barley and wheat were 
the highest on record, with a consequent slump in barley 
prices; the operations of the wheat quota continued to pro- 
vide the British wheat grower with a guaranteed price. 


Sugar 


SuGAR prices continued in the first half of 1938 the down- 
ward trend begun in 1937, and the lowest level, of 4s. 9d. 
per cwt., c.i.f., basis 96 degrees, was reached in April. The 
excess of supplies over consumption pressed heavily on the 
market until in the autumn the very poor yield of sugar beet 
in Europe gave rise to prospects of a considerably increased 
demand from the consuming countries. The following table 
of sugar production in important countries is taken from the 
Bulletins of the International Sugar Council: — 


WoRLD PRODUCTION OF SUGAR 


(Thousand metric tons, raw value) 


| 1935-36 | 1936-37 1937-38 | 1938-39 

















United States: came ............ 340 396 417 466 
SB  ccesctsesese 1,155 1,242 1,236 1,520 
ci csusoceaneeses 3848 831 913 ee 
Other U.S. Possessions® ...... 1,659 1,647 1,524 ove 
BOO * ktchadndas wits 4,002 4,116 4,090 me) 
United Kingdom.................. — |). -. 426 325 
PIII, niente ceticégiccctsccienscs 662 798 788 805 
PD | Nsnridabiisibiciesian 379 405 482 one 
India (white) .................000 1,123 1,275 1,090 
tish Colonies .............00005 1,076 1,191 1,154 : 
Total, British Empire 3,773 4,258 3,940 se 
MADRID snsc-essncsercnncdestocesecs 239 241 238 200 
Czecho-Slovakia ........<.....+.++ 558 710 741 ws 
DIOS ii didietinsnntesoccistsecctaies 929 885 969 4 
ES GEOR AEEARE TT 1,672 1,804 2,213 1 — 
IED gnismcsscsvenennicenoiiess 117 144 iil ul 
Netherlands  ................00008 229 237 239 205 
PIII ‘pusdedovbsoseasccieiictedensts 444 458 562 546 
Jugoslavia ....cccccceeseeseeceseee 90 i01 37 on 
Total, 8 European gs 
COUNETICS .......60-ceeceeee 4,278 4,680 5,110 a oS 
3,028 | 3,039 2,885 
1,208 1,444 1,304 
Dominican Republic ............ 456 454 429 Sesion 
Grand Total...,.............. 15,653 17,736 18,052 
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by the market as very bright, as was shown by the 
discount for forward positions which developed 





AVERAGE TEA Prices (per Ib., London Sales) 














owards the close of the year. World stocks at the end of ~—_ India. | Tait | Ceylon | Java | Sumatra | All Tea 

the 1937-38 season had increased, mainly due to the larger eee 
oldings in Europe and the United States; the table below d. d. d, d. d. d. 

ves the estimates of world stocks published by Messrs jos. 707" 14°69 | 14-52 | 18-61 | 10-22 | 11-22 | 15-24 

le Saag, rirrererececenia 9-51 8-07 11-17 6°42 5-70 9°45 

Gamikow, Lim eer ao | ee | ie | ee | se | oes 
SO eeeseereseseenees ° . . 0: *26 4 

VisisLt SUPPLY AND Prices oF Raw Sucar Seen, sinessronsrncenane 15-05 | 14-69 | 16-00 | 13:76 | 12-20 | 15-18 

938 14°22 13-84 15-34 12-85 11°28 14-38 








per cwt. 
s. d. 
1980 seusereseee 798 | 303 1,199 | 1,310 | 1,882 | 5,522 67 
1991 serscveveee 1,702 | 459 1,092 | 1,225 | 2,287 | 6,765 6 
EB sesceteene 1,401 | 440 806 | 1,310 | 3,133 | 7,090 5 ot 
1983 sccoeeeeves 1,021 348 619 | 1 056 | 6,264 5 4 
1994 seveesesere 628 627 958 | 2 5,414 4 
1985 ssoorverees 1,167 | 545 360 560 | 1,496 | 4,128 47 
1996 ssscesseeee 334 237 640 2,983 48 
1987 weseoereee Bit 168 315 797 725 | 2,816 6 4 
1938 ....-- | 1,908] 308 1,188 797 | 3,601 5 





(a) Calendar year. 


Unless, therefore, the International Sugar Council is able 
to repeat and extend for 1939-40 the reductions in export 
quotas arranged for the 1938-39 season, the free market will 
again be threatened with excess supplies. 


Tea 


By a decision taken early in 1938, the International Tea 





14°07 14:24 15-42 12-72 11-54 14-35 
14°04 14°72 16-59 12-48 11-49 14-66 
13°84 15-68 16-88 12-93 11-93 14-49 
14°04 15°81 16-27 14°56 11-638 14-69 
14°22 14°81 15-23 13-82 12-07 14-50 
13-81 13-72 14°34 12°51 11-06 13-71 
13°35 12°95 14-38 11:97 10-79 13-60 


August ...... 15°61 12°88 14-78 12-32 11-06 14-76 
September... | 15-77 13°51 16-04 13°77 11-07 15-47 
October... 14-538 13-47 15-19 16-20 12-05 14°67 
November... 13°13 13-14 14°22 13°14 11°15 13-24 
December ... 12°99 13-65 15°14 11-83 10°28 13-59 





The following review of the tea market in 1938 is taken 


from the Chamber of Commerce Fournal. 


During the first three months of the year demand was 
generally good and on balance prices showed some apprecia- 
tion, but there was a reaction after the raising of the tea duty 
from 6d. to 8d. per Ib., and d the summer months 
demand was slow, with values lower. e crisis in September 
led to a good deal of buying for stock, and heavy clearances 
from bond took place. There was, of course, the natural re- 
action when the tension eased. Final auctions of the year 
passed to a good demand, and the tone of the market gener- 
ally was good. Consumption is being maintained at about 
last year’s levels, and credit must be given for the good work 
done by the Tea Market Expansion Board during the year. 


The table below gives details of British trade in tea: — 


British FOREIGN TRADE IN TEA 


Committee raised the export quotas of countries adhering to | 1929 | 1937 | 1938 
the international agreement by 5 per cent. to 924 per cent. of i ib. ib. Lb. 
the basic quotas for the season April 1, 1938, to March 31, a IID. insncideicsnceccciebiaiiiatans senmeeee eee eee 
: ss : I a iil Ri. | | | MI i ,095, - 3 7,100, 
1939. This decision raised the permissible exports by 43 China (including Hongkong and Macao)}_ 9,209,619 | 13,011,210 | 6,961,754 
million Ibs. to 767.9 million Ibs. The increase in supplies was Dutch East Indies .........ccccseeeeeeeees 85,404,476 | J 24,624,260 | 30,182,735 
nfined the hil f N etherlands ceceesoccocsocecccoesccocsossece } ’ ’ 1,848,370 1,342,067 
= yen ee Aen omg) a a _ le prices Of all Other countries .......--ssecnseoscesees 4,723,767 | "31,489,360 | 28,580,083 
0 uring t of common teas chia AOE a ana 
Total eats 559,167,758 | 487,815,490 | 526,691,303 
suffered most. In the table are given the average prices London warehouse stocks at Nov. 30th... we 196,618,000 | 231,628,000 
recorded in the International Tea Committee’s Bulletin. PIO sekcsktntihitsinacsscntnpheianersen 95,022,790 | 69,616,070 | 66,093,280 
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Imports into the United Kingdom in 1938 increased by 
some 40 million Ibs. compared with 1937, but the greater part 
of the increase went into stock and not into consumption. 


Cocoa 


At the beginning of 1938, supplies of cocoa from the Gold 
Coast, the largest producer of cocoa, were held up by the 
growers as a protest against the buying agreements of the 
principal shippers, to which they attributed the sharp decline 
in prices during 1937. The hold-up came to an end in April; 
the United Kingdom Government appointed a Commission 
of Inquiry, the buyers agreed to suspend the working of their 
new arrangements until the Commission had reported, and 
the stocks of cocoa were liquidated in an orderly manner 
by the imposition of export quotas under the control of the 
Gold Coast Government. Exports from the Gold Coast were, 
however, much lower in 1937-38 than in previous years, 
owing to the deterioration of the stocks and to a partial 
destruction of the crop by the farmers. The following table 
is taken from the Gordian: — 


Exports OF Cocoa BEANS FROM PRODUCING COUNTRIES 
(in metric tons) 


1929 1936 1937 1938t 
Wee inn i 535,517 709,084 640,537 658,670 
of which— , 
Gold Coast ...... 236,208 306,982 236,259 235,000 
SOMONE >: scbinnckenaes 65,558 121,720 105,113 119,000 
ny ie 56,120 81,841 104,776 90,000 
Ivory Coast ...... 16,314 49,765 48,062 50,000 


Imports OF Cocoa BEANS INTO CONSUMING COUNTRIES 


1929 1936 1937 1938t 
We in cvns ircince xakninnss 548,389 699,808 651,498 672,470 
of which— 
eee 224,054 275,544 270,503 270,000 
Great Britain ... 58,417 103,721 95,675 95,000 
Germany ......... 76,689 76,259 72,393 74,000 
Holland ............ 49,800 66,956 53,227 73,000 
France ............ 35,762 47,418 41,313 43,000 


t Provisional 


The decline in net imports in 1937 was shared by nearly 
all the large consuming countries, while the increase in 1938 
was due to larger purchases by Holland and by a number of 
smaller countries. 

Prices, after falling sharply in 1937, were maintained in 
the early months of 1938 by the absence of Gold Coast 
supplies, but the decline was resumed when the accumulated 
stocks began to reach the markets. The price of Accra at the 
London Terminal market fell to 22s. per cwt. in June, and 
although prices recovered a little in succeeding months, the 
prospect of large crops in Nigeria and the Gold Coast 
again brought prices down to close the year at about 22s. 


per cwt. As the table below shows, there was a large increase 
in British stocks during 1938 :— 


British TRADE In Cocoa anp Cocoa Propvucts 





Imports ....-.....-. 15,379 471 1,41 
Home consumption 188t | 14,967t 20;88It aoe eee a 
British exports ... 186 479 417 |1,1 857,882| 812,512 


f Eleven months ended November 30th. 


The report of the Gold Coast Commission of i 
published in October, acquitted the buyers from ee 
the cocoa price, the fall in 1937 being due partly to a collapse 


boom and partly to falling consum 
7 ption 
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Coffee 


Wortp production of coffee declined slightly in 1938, the 
fall being concentrated on production of mild coffees. Con. 
sequently, the proportion of Brazilian coffees to total pro- 
duction rose from 71 per cent. in 1937 to 72.6 per cent. in 
1938. The following statistics are taken from Le Café:~— 


Wor.p Corrrz PRODUCTION 
(In thousand bags of 60 kilos.) 





Other Deasilian 
; c Toportion 
Season ended June 30 Brazil Comnteies Total of Total 
Production 
DI ie. siienocevenmnesiinilinn 27,581 | 8,287 35,868 76:8 
DIED didtsvcdhenccntevcnessbiades 14,502 9,239 23,741 61:2 
IED eitbindebosccccensbiminete 30,383 8,935 39,318 | 77:3 
DEE . ctinnscinocacccustectenibdes 18,496 7,699 26,195 | 70:4 
BED Withanndncocenccctnctabinabe 21,455 | 10,028 31,483 68:2 
DUET dbdccodeenccesscdgtebedete 641 10 37,530 71:0 
BED ntecdecccccocccensndeadée 26,517 | 10,011 36,528 72:6 


| 


CONSUMPTION, STOCKS AND PRICE OF COFFEE 
(In thousands of bags) 











Stocks 
Consumption Average Price, 
London (a) 
oe : Visible Supplies 
June 30 Brazilian ee ate, 
3a All “Interior” 
Bresitien | x; Brazilian} ,All | Stocks | Costa | santos 
Per cwt. | Per owt. 
s. s. 
1932 ...... 15,589 23,723 4,822 6,702 25,036 139-0 63:2 
1933 ...... 13,356 848 4,874 6,501 16,593 131-1 50: 
1934 ...... 16,062 24,451 6,353 8,526 18,615 126-9 49-0 
1935 ...... 4,859 22,681 5,491 7,541 17,134 83-6) | 39-2 
1936 ...... 16,128 25,845 5,769 8,130 20,716 80-1 40-8 
1937 ...... 14,010 25,006 §,528 7,911 22,566 87-2 48-5 
1938 ...... 14,797 | 25,609 | 5,648 | 7, 19,066 75:7 | 315 
(a) Calendar years. (b) Basis altered. 
a. 


Assisted by the fall in prices which accompanied the 
drastic reduction in November, 1937, of the Brazilian export 
tax, consumption improved considerably on the low levels 
of 1937, particularly for Brazilian coffees, and at the end 
of the 1938 season, stocks in Brazil were lower than for three 
years. Brazilian production is still, however, greatly in excess 
of world demand for her output and the policy of destruction 
at ports was continued during 1938. 


Livestock and Meat 


THe agricultural returns for 1938 are summarised in the 
table given below, which is published by courtesy of the 
Ministry of Agriculture. There was again a slight fall, of 
less than 1 per cent., in the number of dairy cows, while the 
number of other cattle continued to increase. There was 4 
very marked expansion in the number of ewes kept for breed- 
ing, while, conversely, the number of breeding sows con- 
tinued to decline. The slow decrease in the number of horses 
was continued : — 


r 


U.K. Livestock 
(Number) 


| 1932 | 1936 | 1937 | 1938 










No. 
1,103,579 


} 3,118,702 | 3,306,785 | 3,270,513 | 3,258,200 






























in calf 539,299 | 552,589 | 570,200 
Two years and above ............ 1,295,708 | 1,300,326 | 1,292,000 
One year and under two ....... 1,783,748 | 1,791,900 
Under one year .............s000 1,732,061 | 1,835,200 

Total of cattle ...........00000 8,622,960 | 8,639,235 | 8,747,500 
Ewes kept for breeding............; 11,431,806 |10,929,758 |10,982,644 |12,270,200 
One year and above ............ 4,068,765 | 2,692,480 | 2,503,531 | 2,649,900 
Under one year ........0.cccce0+ 11,703,210 |11,417,939 |12,054,729 | 11,714,000 
im a 
Total of sheep .............s0008 27,203,781 |25,040,177 |25,540,906 |26,634,100° 
a < kept for breeding ............ 464,620 | 568,670 | 541,013 
EE FOP bickicncrtsnentevcincbsiocens 3,105,030 | 3,993,160 | 3,911,636 
Total of pigs .........esece0 3,569,650 | 4,561,830 | 4,452,649 | 4,378,700 
° for Great Britain are the total number of horses on agricultural hold- 


and unbroken horses only. 
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As a result of the increased breeding flocks of sheep, the 
number of fat sheep sold at representative markets in England 
and Wales in 1938 was 11.6 per cent. larger than in 1937. 
The supplies of fat pigs declined, but were considerably 
larger than in 1934-36, when the operation of the bacon 
el TL TR 

LIVESTOCK AT CERTAIN MARKETS IN E 
——" AND WALES (51 WEEKs) Poe 


1934-6 


1937 | 1938 
a 
Shin oo oceniatiaatin 524,534 541,300 500,858 
wate eeseeseeeeeeseeeereeers 270,257 267 97 1 268, 590 
Fat SCOP ..--e-eeceeseeseeeees 2,241,375 1,997,087 2,229,107 
RAIN posses ccsvncatnntncne 843,240 989,123 939,373 


* Bacon contracts suspended 1937 and 1938. 


LL SL LT ED 
contracts kept most bacon pigs from the free markets. Im- 
ports of meat and of animals for food, summarised in the 
next table, show little change from last year. The increase of 





Imports OF LIVESTOCK AND MEAT 




















1929 | 1936 | 1937 | 1938 
Cattle*— ’ 000 "000 000 000 
te fatal visas cnliansiniincwtsartanivs shteiadieaiv 750 695 650 620 
aie se Re aN ee 41 61 62 72 
Sheep and lambs*............ceeeeseeeeeeseree 585 456 312 298 
SID. ccccccceviccececcdsccdecdosdtvneenees centers 311 121 43 438 
Beef— "000 cwts. | '000 cwts.| '000 cwts.| '000 cwts. 
Cala ..rcccsdsvdccccns cesddesbinccdctsootecs 9,309 8,880 8,970 8,962 
TNDOD  . sdinvnanscrnancusvectaksbiuissenineere 2,365 1,490 1,756 1,634 
GED serntnncdadnckacsovsesebeensessiccias nese 996 2,408 2,681 2,753 
AE senisisachuniltibeadanginianennenivess 12,665 12,684 13,414 13,355 
Mutton and lamb— 
PRRIG cecrceiccsuehininah duipsesovandpeniees 1,344 1,499 1,605 
TD cuivissinipertnokuandabsetsvetedtesvces 4,955 5,302 5,285 
PEA, | eisiikcsteiiscticecimivunccsseces 261 278 344 
WOUND acakinisdboctiovbcesidusveisscecsic 5,768 6,582 7,096 7,259 
Bacon and hams— 
WUE isl eavecincdndebibdbudessdcbecsouss ees 8,278 6,570 6,926 6,868 
Hams ....,... 1,029 672 674 664 
Total ... 9,307 | 7,242 | 7,600 | 7,532 
Pork— ror 
Chilled or frozen .............ccececeeeeeeee 297 1,025 1,057 1,181 
CN cintacqoapilaan (acbichndnébedenbeeednkees 502 456 380 381 
es ce ee ~~ 999 | 1,481 | 1,437 | 1,562 





* Mostly from the Irish Free State. 





2.3 per cent. in imports of mutton and lamb was due to an 
expansion of Empire shipments of mutton; imports of lamb 
declined by 7 per cent. 

After a lapse of two years, the system of annual contracts 
for bacon pigs was resumed in January, 1939. By the Bacon 
Act passed in July, 1938, feeders of bacon pigs were 
guaranteed for three years a basic price for their pigs which 
was to vary only with the price of feedingstuffs. Similarly, 

bacon curers were guaranteed for the same period a fixed 

margin between the price of pigs and the price of bacon 

irrespective of the actual level of bacon prices; provision was 

also made for schemes of rationalisation for the bacon in- 

dustry. For the 1939 bacon contracts, the Pigs Marketing 

ined a total of 1.4 million pigs; this compares with 

a total of 1.9million obtained for 1937,when the bacon curers 

ared the contracts void, on the grounds that the number 

of pigs was insufficient to obtain an economical throughput 
for their factories. 

The slump in sheep prices during 1937, caused mainly by 
the pressure of the large home supply, bore heavily on the 
sheep and feeders. The extent of the fall in prices 
a seen from the following table of meat prices at Smith- 


Lonpon MEAT PRICES 






Beef Mutton 
Weekly Average 
English 
Long *cEied oa =e —, 


per 8 Ibs. | per 8 Ibs. | per 8 Ibs. | per 8 Ibs. 
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New Zealand mutton was less affected by the fall in prices 
than English and prices of New Zealand lamb were hardly 
lower in 1938 than in 1937. In December, it was announced 
that, beginning in January, 1939, imports of mutton and 
lamb would be placed under the control of the Empire Beef 


Council. Fat cattle prices also declined in 1938, but bacon 
prices improved. 


Dairy Produce 


THE long-awaited milk bill was published in the autumn and 
its terms followed on the lines laid down in the White Paper 
published in July, 1937. Criticism of the bill, led by the Milk 
Marketing Board, attacked particularly the sections concern- 
ing the independent Milk Commission, the local option on 
pasteurisation and the provisions for ten limited experiments 
in the rationalisation of milk rounds; before the end of the 
year the Milk Bill was withdrawn “for further considera- 
tion.” Considerable progress was made with the registers for 
accredited and attested herds, and the schemes for the eradi- 
cation of bovine tuberculosis were extended to include beef 
as well as dairy herds. 

_ In spite of the long spring drought, production of milk 
increased in 1938 compared with 1937; aided by extensive 
advertising and the milk-in-schools scheme, liquid consump- 
tion increased slightly, but the amount used for manufacture 
also expanded, as is shown in the following table: — 


SALES OF MILK UNDER THE ENGLISH AND SCOTTISH* 
MILK MARKETING SCHEMES 
(Million gallons) 


English Scottish 
Year, Sold Liquid 
October to 
September On By Mane Sold a 
Contracts | Retailers 
1933-34... ceseeeee §23-8 110-0 211°5 57-3t 34-6t 
1934-35 —.....eeeeeee 552-0 113-2 315-7 70-9 44-6 
1935-36... .. cee e ee 555-6 108-2 360-2 72-6 49-4 
1936-37... cece eee 579-6 104-0 208-8 75-3 45-1 
1937-38 —........008s 618-3§ ‘ae 310-9 76-2 44°8 
* Excludi 


Aberdeen and District and North of Scotland Schemes. ft pints 
milk used in cheese-making. {~ Ten months only. § Sales of T.T. mi 
and of milk by producers with less than 4 cows included from October, 1937. 


The increase in wholesale milk prices obtained in the 
1937-38 contracts for English milk supplies was augmented 
by a special increase of 1d. per quart on the retail price in 
July, which was awarded to meet the extra costs to the 
farmers of the drought. This additional increase was retained 
in the contract which the Milk Marketing Board and the 
Central Milk Distributive Committee negotiated for 1938-39; 
the retail price in London was stabilised at 7d. per quart for 
all months and the average wholesale price was raised from 
15s. 11d. per dozen gallons to 16s. 3d. per dozen gallons. 
There was also a smaller increase in the Scottish wholesale 
and retail prices. 

The butter market in 1938 was influenced by a decline in 
supplies from New Zealand and the disappearance of Russian 
butter; there was, however, an increase in imports from the 
Baltic countries, and, as the table below shows, total imports 
were slightly larger in 1938 than in 1937: — 


BritTisH ImpoRTS OF BUTTER AND CHEESE 





Quantity : °000 cwt. 


1e29 | 1997 | 1098 





This increase in imports was more than absorbed by the 
expansion in cold storage stocks which rose from the excep- 
tionally low level of 134,300 cwt. on January Ist to 254,700 
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cwt. on December 31st. Consequently, in spite of a slightly 
increased home production (which amounted in 1938 to about 
340,500 cwt.), butter consumption in the United Kingdom 
declined from about 24.8 lb. to about 24.2 Ib. per head. The 
main reason for this fall was undoubtedly the increase in 
prices during the first half of 1938. The following table of 
Prices is taken from the Weekly Dairy Produce Notes and 
represents the averages of top quotations at the London Pro- 
vision Exchange : — 
LonDON Prices OF BUTTER AND CHEESE 
(Shillings and pence per cwt.) 














Butter Cheese 
Averages of Week! . : 
i , oa 4 Australian a Canadian 
Finest Finest Danish Pint Finest 
Salted Salted White White 
d. d. s. d. 
6 0 67 3 
y 6 73 °=«0 
y 3 80 0 
6 6 70 3 
9 0 73 ~«6 
3 0 74 63 
6 3 77 63 
3 q 80 0 
Y 6 72 0 
6 3 72 3 
3 69 6 76 0 





The fall in butter consumption was accompanied by an in- 
crease of 13 per cent. in the deliveries of margarine. 

There was a decline in 1938 in imports of cheese from 
Canada and New Zealand, which was offset by an increase 
in those from Australia. [otal imports, as shown above, 
were a little lower than in 1937, but home production, both 
factory and farmhouse, increased from the exceptionally low 
level of about 755,200 cwt. in 1937 to about 873,700 cwt. 
in 1938. Wholesale prices of imported cheese were on the 
average a little higher than in 1937, when prices were also 
higher than in 1936. 


Eggs and Poultry 


THERE was again a decline in the number of fowls in the 
United Kingdom, but compared with the fall of 8 per cent. 
between 1936 and 1937, the fall from 69.1 millions in June, 
1937, to 68.7 millions in June, 1938, was barely significant 
and was partly offset by a small increase in the number of 
other kinds of poultry. 


No. oF PouLtTRY IN THE UnitrepD KinGcpom* 


(000) 
1932 1936 | 1937 1938 
it. sceneeselneenprelicstes 73,489 | 75,241 | 69,053 | 68,717 
gp ERR ST 5,179 5,334 4,833 5,098 
Total of Poultry ......... 78,668 | 80,575 | 73,886 | 73,815 


* On agricultural holdings above one acre in size. 


Owing, however, to the larger decline in the number of 
older hens, the Imperial Economic Committee estimates that 
the home production of eggs declined from around 36.7 
million great hundreds in 1937 to about 35 million great 
hundreds in 1938. Consumption of eggs is estimated to have 
increased from 156 to 159 per head of population in spite of 
the fall in home production, as imports of eggs in shell 
ained the record level of 27.7 million great hundreds. 
of the increase was due to an expansion in British 
ports from foreign sources. 

ImPoRTS OF EGGS AND PouLTRY 


bee 





Quantity Value (£°000) 


: 


“Boa ies 


Dead 
('000 cwts.) 


24,607 | 24,742 | 27,697 | 17,856 | 9,886 | 10,443 | 12,374 
782 887 848 944 | 3,621 | 2,152 | 2,180 | 3,058 
554 422 506 445 | 2,960 | 1,659 | 1,981 | 1,747 


ig 





Larger imports from Central Europe, the Netherlands, the 
Baltic countries, Egypt and certain South American countries 
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more than offset a decline in supplies from Denmark and 
China. Imports of eggs not in shell also increased in 1933 
but there was a decline in imports of dead poultry. Egg prices 
were higher during the summer and early autumn of 1933 
than in the corresponding periods of 1937; the following table 
gives monthly averages of the top prices of certain classes of 
eggs at London and is taken from statistics published in the 
Weekly Dairy Produce Notes: — 


EGG Prices at LONDON 


(Shillings and Pence per 120) 

















Aa of Weekly — Dutch a h 
igures Specials 18 Ibs. Standard 15$ Ibs. 
1936—Annual average 16/9 13/9° 15/6 11/3 
1937—March ...........006+ 12/10 13/2 12/1 10/7 
TEED pbicecerecnnennons 13/11 12/4 12/9 8'5 
September ......... 21/0 15/11 19/3 13/10 
peduneien 23/9 18/5 21/0 17/0 
Annual average 17/3 sae 16/0 11/7 
1938—March ...........0605 11/8 11/5 10/8 8/8 
— sithidiansiannanan 14/8 12/13 13/6 10/6 
September ......... 21/6 15/8 19/9 13/10 
December............ 22/2 17/6 18/1 14/4 
Annual Average 17/9 14/6 16/3 12/2 
* 11 months, 


The mild weather in both early spring and autumn in- 
creased supplies in these months and prices in February, 
March and December of 1938 were lower than in the corre- 
sponding months of 1937, although taken over the year as a 
whole, egg prices were higher in 1938 than in 1937. 


Fruit and Vegetables 


HORTICULTURISTS suffered severely from the vagaries of the 
weather in 1938. The exceptionally mild March was followed 
by severe frosts both in April and again early in May and 
growth was also hampered by the long spring drought. The 
early strawberry crop was most affected by the frosts and only 
Devon and Cornwall had supplies in any quantity. The yield 
of all fruits, whether bush or tree, was low; there was a fair 
crop of raspberries in the south-west, but the yields of apples, 
cherries, plums and pears were very poor in all districts. 
Prices for plums and culinary apples were fairly satisfactory 
to those growers who had good fruit to sell, but otherwise 
prices were low. The tomato crop was unusually affected by 
disease and prices were on the whole lower than in 1937. 
The acreage under orchard and small fruit again con- 
tracted in 1938, as is shown by the following table: — 


AREA UNDER CERTAIN FRUIT AND VEGETABLE CROPS 
In GREAT BRITAIN 


(In thousands of acres) 








| 1928 | 1935 | 1936 1937 | 1938 

Ovetamrd Grukt | ....csvoceccscccee 249-5 263-6 262-6 259-9 252-0 

Sea GUE ccccccecosocisodocese 72°7 69-0 65-2 61-8 59°4 
BDU cctindcpbiunsensiices 322-2 332-6 ‘8 
PORRIOOS  ccnsensrostsacninerercen 633-0 594-4 ‘0 
SAUDE *  sclasousecoubnasnsare 27-9 37: 7 
SIDR: - piciséciiicvadbidcnetetes 30-4 34-1 ‘0 
COMINEES scciinscdecnnsessonees 13-5 19-5 “5 
CEEIOWS  Srcncicectcecsscccccenceces 10-3 16-4 “4 

* Including sa green kale, and sprouting broccoli for human consumption. 

+ England and Wales only. 


After a good crop of potatoes in 1937, which brought 
prices to growers down to a lower level than those in 1936-37, 
both yield and acreage of main crop potatoes were higher 
in 1938 than in the previous year. , 


AREA,* PRODUCTION*® AND IMPORTS OF POTATOES 


| 1996 | aso | 1908 
ck Mois ago camiitets | cesIS hee 


in eneiiibadnnienabeediis 471-7 472-6 492-1 
I 000 3,250 3,480 et 
Wholesale price, King Edw. s. per cwt. 79 8-32 5 
Earlies :-— 
ee 05. cheval thediuaelh 000 acres 117-9 118-1 120-5 
Production .........seseseeees 000 tons 583 405t 
ree ee ee "000 tons $17 222 146 


* On agricultural holdings in Great Britain. ¢ Estimated. 
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Consequently, the Potato Marketing Board enforced, early 
in the autumn, @ comparatively high riddle and also pro- 
hibited the sale for human consumption of potatoes weighing 
more than 1 lb, The crop of early potatoes was affected by 
the late frosts and the long spring drought. 


Fish 


£ past year was memorable in the fishing industry both 
a “s ing of the Sea Fish Bill and for the combined 
action of the Coast owners of trawlers in restricting 
their catch. The large landings of fish and low values experi- 
enced in 1937 led to a voluntary agreement among trawler 
owners in Grimsby and Hull to lay up 20 per cent. of their 
vessels engaged in long-distance fishing as from January Ist, 
and a similar restriction was later agreed upon for North Sea 
trawlers. This restriction of output was attacked by repre- 
sentatives of fish merchants on the grounds that it involved 

ily high prices to consumers and a reduced con- 
sumption. The Sea Fish Bill, based on the recommendations 
of the Sea Fish Commission, provided for the registration of 
all producers of and dealers in white fish as a prelude to more 
efficient marketing of fish, and this registration was effected 
by the end of January, 1939. It was originally hoped that a 
producers’ marketing scheme would be submitted imme- 
diately after the passing into law of the Sea Fish Bill, but 
no definite step had been taken by the middle of February, 
1939, although it is believed that the British Trawlers Federa- 
tion is planning a rationalisation scheme for the near-water 
fishing. The year 1938 also saw the reconstruction of the 
Herring Industry Board; the previous Board, which was 
representative of the various interests concerned, was re- 
placed as from December 1, 1938, by three members 
appointed by the Government. The personnel of the new 
Board was the subject of a protest from the English Herring 
Catchers’ Association, on the grounds that all three members 
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the Bank’s facilities in detail. 
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and not only the chairman should be on a full-time basis and 
that Scottish interests had received preferential treatment. 
Total landings in 1938 showed a decline from those in 
1937, but total value increased, as is shown in the table 
given below : — 
BRITISH LANDINGS AND TRADE IN Fisu 
(000’s omitted) 











Quantity Value 
Kinds of Fish 
1936 | 1937 | 1938 1936 | 1937 | 1938 








England and Wales : Cwts. | Cwts. | Cwts. £ £ £ 
RR nk siisiniticicenin hacia dt tae 6,523 | 6,949 | 6,446 | 3,555 | 3,669 | 4,239 
aOR ak AR ies eae 1,599 | 1,898 | 1,833 | 1,531 1,502 1,696 

RN sentkalalovcsedtensisbecsSsnesh 465 | 567} 639] 978/| 1,052 | 1,184 
Herring pbenednwehichaddiehedidliae 2,858 | 3,376 | 2,587 1,212 1,218 804 
BENET Sinntispnesosintetianseesinin 553 | S518] 461 | 1,309] 1, 1,188 
Halibut, soles and turbot .... 333 325 260 | 1,326} 1,271 | 1,107 


Ling, ray, skate and whiting 788 761 791 751 656 704 


ae] ee ef a 





























Total wet fish®................ 15,813 | 17,034 | 15,532 | 11,931 | 11,932 | 12,232 
IE i cscs ccvcecs hundreds 193 166 158 176 137 132 
Total shell fish® .............. oo hc Le ae er 
Total valuet .........ccccs0+-. Lita car cas 12,375 | 12,967 | 12,639 
Scotland : Wet fish 2.0.0.0... 5,065 | 4,702 | 5,381 | 3,788 | 3,422 | 3,828 
Great Britain : Wet fish ......... 20,877 | 21,735 | 20,913 | 15,719 | 15,354 | 16,060 
Imports of fresh and frozen sea sick 
GiaiieaditledJamneunaaith ieee 1,306 1,636 | 2,497 2,683 2,802 
Exports of fresh and frozen 
cenpianitendedanboeutetitineimiatns 327 | 1,131 1,076 | 1,143 938 843 
Exports of cured or salted fish 2,787 | 3,203 | 2,578 | 2,408 | 2,630 


3,133 
PP hace idica<cccckcdusacsicess 146 193 148 446 544 323 


* Including other items not given above. ¢ Fish of all kinds. 


The decline in landings of wet fish was due mainly to 
the laying up of trawlers at East Coast ports, but was also 
influenced by the political crisis in September and by the 
heavy gales experienced in October. The herring season was 
an exceptionally poor one, an unusual proportion of the 
catch being small or immature fish. 
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Raw Materials 


Coal 


THE past year witnessed a moderate recession in the output 
of coal. The total quantity of coal raised in 1938, at 228.2 
million tons, was only 5.4 per cent. smaller than in 1937. 
The recession was most marked in exports and shipments for 
the use of steamers engaged in foreign trade which, at 46.3 
million tons, were 11 per cent. lower than in 1937. 


As a result of the operation of the control of output and 
prices, the latter were only slightly lower, on the average, 
than in 1937. The Board of Trade index of coal prices, for 
example, fell from 124.9 in 1937 (1930 = 100) to 123.2 in 
1938. As the table below shows, the average export price of 
coal was actually higher in 1938 than in the preceding year. 
The profits of the industry, consequently, have been fairly 
well maintained. 


Apart from the recession in production, the feature of the 
past year was the passing of the Coal Act, 1938, which re- 
ceived the Royal Assent on July 29, 1938. The Act consists 
of three main parts. First, it provided for the purchase and 
administration by the State of the coal royalties. Secondly, it 
strengthened the provisions of the 1930 Act for com 
amalgamations. Thirdly, it prolonged Part I of the 1930 Act 
which was the legal basis for the quota system and the selling 


_ The table below summarises the experience of the in- 
industry in recent years: — 


BritisH Coat INDUSTRY 








Exports (in- Average Export | Unemployment 
Year Output i Prices (Board of | in Coal Mini 
Bunkers) Trade), F.O.B. Industry 
Thous. Tons Thous. Tons s. d. % 
1929 .. 257,907 76,658 16 1 16-2 
1931 ... 219,459 57,360 16 2 28-2 
1932 .. 209,244 53,108 16 3 34-0 
1933 .. 207,108 52,525 16 1 32-9 
1934 .. 220,728 53,147 16 0 28-2 
1935 .. 223,001 51,250 16 3t 25-2 
1936 .. 228,524 46,482 16 11} 22-2 
| 1937 | 1938 | 1937 | 1938 | 1937 | 1938 | 1937 | 1938 
(ese nesses ests Saag 
Thous. | Thous. | Thous. | Thous. 
Tons Tons Tons Tons s. d. s. d. % % 
an. 19,500 | 20,832 3,977 3,939 | 17 OF | 20 23 15-4 11-3 
eb. | 19,800 | 20,099 3,532 3,495 | 17 3% | 20 9 15-3 11-2 
Mar. 20,900 | 22,006 3,986 3,892 | 17 5 20 11 14-6 11-8 
Apr. 21,700 | 17,826 4,254 3,560 | 17 7 20 9 13-8 14-4 
y 18,700 | 19,122 4,122 4,169 | 18 6 21 1 17-4 17-3 
une | 20,200 | 17,118 4,449 3,722 | 18 10 22 0 18-9 18-0 
uly 18,900 | 16,826 5,124 3,891 | 18 11 21 2 16-3 22-0 
Aug. 18,200 | 17,049 4,491 3,718 | 19 0 20 8 13-6 17-8 
Sept. | 20,400 | 18,517 4,678 3,882; 19 5 | 20 9 13-5 17+4 
Oct. 20,400 | 19,696 844 4,285 | 19 43 | 20 9 13-1 14-2 
Nov. | 21,200 | 19,969 4,507 4,201 | 19 5} | 20 of 11-7 15-1 
Dec. | 21,100 | 19,153 4,122 3,627} 19 7 | 20 7 11-5 14-4 
Year | 241,000 | 228,214 | 52,041 | 46,350 | 18 6} | 20 10} 14-6 15-4 





The following table, compiled from figures published by 
the Mines Department of the Board of Trade covering about 
96 per cent. of the industry, shows costs and pro- 
ceeds for the fourth quarter of 1937 and the first three 
quarters of 1938 :— 


Output, Costs AND PROCEEDS 











1937 * 1938 
Great Britain 

Fourth First Second Third 

Quarter Quarter Quarter Quarter 
Tonnage disposable...tons | 56,287,555 | 56,187,345 | 48,253,496 46,917,001 
Wages ..-.-eeeereceeeeerves 28,181,090 | 28,717,298 | 25,974,808 | 25,265,314 
Stores and timber ......... 6,192,65 6,357,283 5,733,489 5,427,179 
Other COStS .....-000-0000+ 6,866,051 7,018,547 7,109,734 6,910,512 
Royalties  .........s00seees 1,331,396 1,323,587 1,172,939 1,173,822 
Net costs® .............000++ 42,454,444 43,295,356 39,903,368 38,711,151 
Commercial disposals 46,738,615 | 48,784,365 | 41,547,474 | 40,404,253 
Balance ........000000-000000 + 4,284,171 | + 5,489,009 | + 1,644,106 | + 1,693,102 


errr nnn ennnnnnnennnnnnnnnnnnnnnnannnn Steet 
cae ne Hines Welles Pant contsibations aid ‘cnctetes puestads of snlnaes’ 


Working results per ton, together with the earnings and 
output per man-shift, are given below: — 


WoRKING RESULTS 





vet 

Pro- Net Balance | Output |E 
Period ceeds Wages Cost Credit (+) ~ ae —— 
per Ton per Ton per Ton | or Debit ; shift 
(—)perTon Worked | Worked 

a -@ es 4 . 4 .  «& Cwt. | s, 
1936 < 
First quarter...] 14 8-46 | 8 11°72 | 13 2-74) +1 5-72) 23-95 | 914-6 
Second quarter| 14 3-88 9 3°33 | 13 11-07] +0 4-81 23°26 | 10 0-22 
Third quarter..| 14 4-40 | 9 3-63 | 13 11-52] +0 4-88| 23-12 | 10 o49 
Fourth quarter | 15 0-57 9 1°69] 13 8:52] +1 5-04) 23-76 | 10 1-19 

1937 
First quarter...| 15 6°54] 9 3°38) 13 9-12) +1 9-42] 24-00 | 10 4-18 
Seoond quarter} 15 6-01 | 9 11-08 | 14 6-93] +0 11-08] 23-36 | 10 9-74 
Third quarter | 15 9-99] 10 0-81] 15 2-17 | +40 7-82] 22-72 | 10 7-90 
Fourth quarter | 16 7-29 | 10 0-16] 15 1-02 | +1 6°27| 23-30 | 1010-14 
1938 

First quarter...] 17 4°38 | 10 2°67] 15 4-93 | 4111-45] 23-40 | 41 4-44 
Second quarter | 17 2-65 | 10 9-19 | 16 6-47 | +0 8-18] 22-64 | 11 3-44 
Third quarter..| 17 2°68] 10 9°24] 16 6-02 22-53 | IL 2-97 


+0 8-66 





The destination of raw coal exports in 1929, 1937, and 
1938 is shown below: — 


British Exports oF Coa. 
(Excluding Bunkers) 

































Quantity Value 
| 1929 | 1937 | 1938 1929 | 1937 
To— Tons Tons Tons £ 
I 33,787; —... ai 26,877 
Finland ..........-. 462,266! 1,382,989) 1,141,2 332,213 
Sweden .......:+++ 2,335,855| 3,207, 2,655,311} 1,779,1 
Norway .......0.++« 1,444,467) 1,597,456) 1,365, 1,025,604 
ENS ESE. ao 126,488} 123,774]... 
Ne 2,194,385) 3,303,302) 2,996,858) 1,626,763 
Germany ......... 5,520,944| 3,284,165, 3,689,733] 3,797,113) 
Netherlands ...... 3,123, 1,090,778} 890,025) 2,218,014 
Belgium ............ 4,139,634) 924,834) 657,907] 2,817,292 
Framoe  ...-.ccce0ee 065. 865,459, 6,155,460) 10,390,391 
Switzerland ...... os 348,689} 257,104)... 
Portugal ......... 1,050, 932,325) 713,800] 835,2 
IN tc incibnnane ,782,649| 757,496) 1,003,898! 1,613,71 
Canary Islands 95,255) 61,313} 372, 
BOT Gi 3k ccisessoe 7,094 2,207,982) 2,260, 5,989,323 
GeTeCO. ....20..0006 589, 116,603} 143,474) 512,136 
a ee 2,267,874| 1,409,562) 1,576, 1,869,39 
«Gee. at 172,582) 184,946)... 
Algeria ..........+. 1,808,081| 772,948) 886,821) 1,345,117 
Spanish Ports in 
N. Africa ...... 42,680 3,606 . 
ls URE 34,412} 52,242)... 36,793} 46,251 
French W. Africa 215,866 148,351; 131,051} 181,189) 119,324) 125,570 
uguese West 
. rice csoseoes 299,764 233,461 
nited States 
DB eckans 334,781| 108,630) 134,563} 511,608) 175,092) 237,600 
| Sp atelgganvties 40,207 ae oe 29,136)... an 
SUITE ccpestcnscents 1,808,925} 603,381} 531,316) 1,583,370} 591,142) 596,073 
Uruguay............ 394,724 321,764, 285,216| 344,538) 290,435, 304,798 
GN: sabiccnin 2,798,861} 2,202,835! 2,030,407] 2,559,624) 2,192,147) 2,271,632 
Irish Free State 2,456,122) 2,577,707) 2,476,983, 2,397,503) 2,660,397) 2,639,417 
c 208,690] 270,208) 259,946] 228,754) 337,732| 345,208 
Gibraltar ......... 347 409.757| 276,832) 371,329| 389,530 
Malta and Gozo 156,377, 67,186) _ 86,615 
Canada ............ 28,2: (646) 1,409,554) 1,540,152 
Newfoundland . 156,504, ... 149,5 159,321 
Other countries , 1,345,831| 2,628,467| 1,492,556) 1,348,935 
‘otal— 
) Anthracite | 4,217,326] 3,805,846) 3,562,403) 5,073,147) 4,853, 4.672, 08 
6) Steam ...... 40,805,453|27,403,678/23,816,258|31,996,397| 24,806,324) 24,0 ay 
C) Gas ..essenee 3,842,240) 5,441,666) 3,380,604 ae es 
1,586,341] 1,512,374) 1,841, 1,790,751 Lr O78 
(e) Other sorts 4,264,57 2,8 ’ al 
Total of Coal 35,860,908) 48,616,81 1|37,653,529|37, 410,967 





An account of developments in the main producing a 
is given in the following extracts from the Iron and C 
Trades Review of January 20, 1939: — 


South Wales, — Trade in the first few months of 1938 
was active because of business held over from the previou 
year, but as this was worked off the high prices caused buyets 
to withhold contracts. The district’s high production costs 
sulted in the loss of much business to subsidised foreign o< 
petitors. There were several im; t labour changes, 
chief being the ing of the Wales Miners’ Federa- 
tion and the Miners’ Industrial Union, and the es 
of holidays with pay for miners. Production of coal rea rs 
about 36,500,000 tons compared with 38,250,000 oe o 
1937; 137,000 miners were employed at the beginning 0! © 
year, but in the latter half there was @ gradual deterioratiot 
to 133,000 in December. Shi of coal patent, fre ons 
coke were estimated at 20,304 tons, a of 900,000 t 
from the 1937 figure. Trade with France was difficult, partly 
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to currency devaluations which made Welsh prices pro- 
fibitive. The announcement of arrangements to improve the 
French trade was therefore welcomed. The full effect of Ger- 
man competition was felt in the Portuguese trade. 


Northumberland.—Official control made 1938 a difficult 
year for producers and exporters, but brought some stability 
to prices. The maintenance of prices was accompanied by 
periods of short-time working, for the effects of stocks accu- 
mulated in 1937 were felt until the autumn, and the trade 
agreements with Scandinavian countries were valuable in ensur- 
ing a proportion of trade for this country. Some business was 
lost to other districts, for in 1937 the collieries had held out 
for higher prices. Prices declined steadily until the beginning 
of September when the volume of trade improved slightly. 
The Australian strike in October placed producers in a sound 
position for the rest of the year, and although the export trade 
still left much to be desired the market closed on a steady 
note. 


Durham.—The volume of trade was considerably below 
normal production, and large inroads into regular trade con- 
nections were made by foreign producing countries. The col- 
lieries producing gas- and coking-coal were most affected and 
many were compelled to curtail output. Prices were firmly 
controlled, but substantial reductions may be necessary to 
regain lost trade. The year was uneventful apart from the 
steady downward price movement. The bunker market was 
disappointing throughout the year, for prices never declined 
enough to divert vessels from foreign coaling ports. Prices of 
gas- and foundry-cokes also declined, under the strict control 
of the International Coke Cartel. 


South Yorkshire.—Both the home market and export 
trades suffered from the disturbed international conditions and 
short-time working in the textile districts reduced industrial 
fuel consumption. With the exception of June, profits were 
yielded throughout the year, prices being maintained by sell- 
ing schemes. Holidays with pay helped to strengthen good rela- 
tions between employers and employees. At the beginning of 
the year the number of Yorkshire mineworkers unemployed 
was 12,292, but by October it had risen to 34,338, the highest 
in any British coalfield. The year’s shipments from Hull 
totalled 847,388 tons, compared with 1,017,405 tons in 1937. 

Lancashire, Cheshire and North Wales.—The year 
opened brightly in the landsale trade and domestic demand was 
consistently good throughout the first three months. Business 
was then quiet until the second half of August, when there 
was a marked increase before the rise of 1s. 8d. per ton on 
September Ist. The selling scheme worked well in this sec- 
tion. Industrial demand was poor and large stocks were accu- 
mulated, but prices rose further. The coke market was 
reorganised and a price schedule drawn up, but most contracts 
went to “outside” manufacturers. Much of the bunkering 
trade was lost to Continental ports, where prices were lower. 


Oil 
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600,000 barrels to 8.4 million barrels. In Roumania the de- 
cline in supplies due to reduced efficiency continued last year, 
but the tempo of this decline has slowed down. At 48.8 
million barrels the 1938 figure was only 6.5 per cent. lower on 
the year, against a decline of over 18 per cent. in 1937. The 
increase in Russia’s productions from 206.7 million barrels 
in 1937 to 217.5 million barrels last year, and the rise in 
Germany’s output from 3.4 million barrels to 4.2 millions 
are of interest. In Russia some of the younger fields (particu- 
larly Maikop) are now increasing in importance, although 
the Baku field continues to contribute the bulk of the higher 
output. In spite of the higher level of production, Russia’s 
exports continued to fall in 1938, and they have now reached 
an unimportant level. In Asia, Iran has curtailed its output 
slightly last year owing to reduced demand. In America, 
production in the United States has been cut for the 
same reason. Texas (which supplies over 40 per cent. of the 
U.S.A. oil) produced on a much smaller scale by closing the 
wells on two days each week during part of the year. In 
Mexico the output fell sharply (from 46.9 to 38.9 million 
barrels) after the expropriation of the foreign oil com- 
panies in the spring, while Venezuela benefited to some 
extent from the smaller Mexican supplies, and was thus 
enabled to raise its production from 186.9 to 191.6 million 
barrels. The United States has remained by far the largest 
producing country, followed by Russia, Venezuela and Iran. 


O1t PRICES 
End of 
1934 1935 1936 1937 1938 
Crude Oil ($ per barrel) : 
Pennsylvania ......... 1-72 2-02 2-17 1-88 1-34 
Mid-Continent ......... 1-08 1-08 1-18 1-30 1-10 
GUE Faden ctetiswweasarnne 1-14 1-14 1-22 1-41 1-28 


Gulf Bulk Export Gasoline 

64-66 deg. (cents per 

GUM) FL ieiiiiccé 4} 5} 5} 5} 43 
England and Wales Petrol 

Ist grade (wholesale 

shillings per gallon)... 1/4 1/5 1/5 1/6 1/6 


Owing to the reduced exports from Russia and the lower 
supplies from Roumania, Iran and Mexico competition on 
the international market was not too strong. The fears 








THE rapid progress of the petroleum industry was checked 
in the past year by the recession in world economic activity. 
The trend of world production and consumption in recent 
years is shown below: — 


Wortp PropucTION AND CONSUMPTION oF CRUDE OIL AND 
RELATED FUELS 


(In millions of barrels) 


Production Consumption 
Rest of Rest of 
U.S.A. World Total U.S.A. World Total 
1934 ...... 946 617 1,563 920 590 1,510 
1935 ...... 1,035 661 1,696 981 617 1,598 
1936 ...... 1,145 720 1,865 1,093 703 1,796 
1937 ...... 1,329 781 2,110 1,168 752 1,920 


1938* ... 1,205 790 1,995 1,130 750 1,880 


Source: Messrs V. R. Garfias and R. V. Whetsel. 
* Estimated. 


But while production and consumption declined in the 
United States, there was little change in the rest of the world. 
The lower oil consumption in the United States was the 

consequence of the general setback in business. The 
upward trend in the use of petrol and heavy oil for all kinds 
of transport (road and rail as well as sea and air) was not 
interrupted last year, and the consumption of fuel oil in 
domestic and industrial oil burners made considerable head- 
way in 1938. Consequently, the setback in the world’s oil 
consumption can be regarded as temporary. 

On the supply side some interesting changes occurred in 
the past year. Canadian output has been raised from 3.0 
million barrels in 1937 to 7.5 millions in 1938. Since 1936 the 
Dominion’s production has thus been increased fivefold. This 
remarkable achievement is the direct result of the Alberta 
(Turner Valley field) developments, which are still in full 
Swing. Production in Bahrein, which had shown the 
Percentage increases in recent years, increased in 1938 by only 
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of large exports from Bahrein to Europe, and particularly to 
Great Britain, to which reference was made in the Commer- 
cial History of last year, proved unfounded. In the United 
States, there was again a revival of price-cutting and 
wholesale and retail prices for petrol declined through- 
out the year. Apart from some adjustments in the Pennsyl- 
vania crude price, however, the price level for crude oil 
remained stable until October, when a major cut was 
made, reducing the quotation to the level given in the price 
table. Owing to the unsatisfactory position on the United 
States’ domestic market the export pressure of the country’s 
oil industry was stronger than in recent years, and as the 
demand in the rest of the world was reasonably good, Ameri- 
can exports showed a substantial rise on the year from 160.5 
million barrels in the first eleven months of 1937 to 177.8 
million barrels in the corresponding months of 1938. The 
State control in the United States showed less satisfac- 
tory results than in the preceding two years. The setback in 
consumption revealed the lack of control over refining in 
the Compact States, voluntary co-operation having been 
rendered difficult by the Madison anti-trust judgment of 
January 22, 1938, in which 16 oil companies and 30 of their 
executives were compelled to pay heavy fines. There is, how- 
ever, reasonable hope that the control will be strengthened in 
1939, as the Compact States have started a campaign for an 
increase in their membership and for an extension of their 
control activities, a campaign which has found the support of 
President Roosevelt. 

Comprehensive stock figures for the countries outside the 
United States are not available. In the United States stocks 
of crude oil declined substantially during 1938, reaching 
273.0 million barrels on December 31st (the lowest end-year 
level for over 15 years), against 303.4 millions a year before. 
Stocks of petrol, which had opened the year at 77.4 million 
barrels and had risen to 93.2 millions at the beginning of 
the spring season, fell to 71.7 million barrels on Decem- 
ber 31st. On the other hand, stocks of fuel oil advanced 
sharply from 118.7 million barrels at the beginning of the 
year to 154.7 million barrels in the middle of November, and 
though there was a small decline to 144.8 million barrels at 
December 31st, stocks remained excessively high. 

The oil tanker market, which is of great significance for 
the European oil and petrol price level, showed a disappoint- 
ing tendency in 1938. The most representative rate for clean 
oil (Gulf-United Kingdom or Continent) fell from 32s. per 
ton at the beginning of the year to 12s. at the end of 
1938. Similar reductions have been made in practically all 
other rates. The downward trend continued throughout the 
year and was interrupted by only a few short rallies. During 
the year 112 oil tankers, with an aggregate tonnage of 907,053 
tons, were launched. This figure was the highest for some 
years, and compares with 769,744 tons in 1937 and 667,794 
tons in 1936. In spite of the higher launchings, however, the 
world’s oil tanker tonnage is by no means excessive, so that 
a revival of oil shipments would soon result in increased 
tanker rates. 


Oilseeds and Oils 


THE oilseed crushing and vegetable oil industry had only a 
moderately satisfactory year. Although employment in the 
mills and refineries and the volume of trade were practically 
as high as in 1937, unsettled political conditions and the 
almost continuous downward trend of prices made business 
very difficult. World supplies of raw materials were good and 
apparently ample for all purposes. Imports of oilseeds, nuts 
and kernels into the United Kingdom, at 1,630,665 tons, were 
8,404 tons more than in the previous year, but their value 
was only £14,690,585, compared with £17,499,561 in 1937, 
a decline of 16 per cent. Of these imports, 37 per cent. con- 
sisted of cottonseed from Egypt, British East Africa and the 
Anglo-Egyptian Sudan; oilnuts and kernels, practically ex- 
clusively from British countries, accounted for 35 per cent., 
and linseed from India and Argentina, 16 per cent. India has 
a 10 per cent. import preference and four-fifths of the linseed 
came from that country. Imports of soya beans were all from 
foreign countries and were maintained at about the level 
of the previous year but were much below the quantity pur- 
chased before the 10 per cent. duty was imposed. There was 
a substantial increase in imports of ground nuts, which 
amounted to 326,448 tons, compared with 270,370 tons in 
1937. At the beginning of the year it was feared that linseed 
supplies would be insufficient; world shipments amounted to 
1,686,000 tons, compared with 2,113,000 tons in 1937, but 
world requirements were so much smaller that there was no 
shortage. Consumption in the United States alone fell from 
768,600 tons to 393,000 tons. The general trend of prices 
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was downwards, though there was some improvement in the 
last quarter of the year. 

Imports of refined and unrefined vegetable oils amounted 
to 228,509 tons, compared with 213,903 tons in the Previous 
year, an increase of 14,606 tons, or about 7 per cent. Palm, 
coconut and olive oils constituted 80 per cent. of this total 
Imports of linseed oil were mainly from Holland but, at 
18,832 tons, the quantity was only half that purchased in 
1937. The import duty of £5 per ton was maintained, but 
efforts to increase it in order to afford further protection to 
the British crushing industry were unsuccessful. There was a 
further increase in the quantity of oil cakes imported, from 
633,050 tons in 1937 to 656,557 tons in 1938. Approximately 
half was derived from Empire sources and therefore was 
admitted free and the other half from foreign countries 
subject to a duty of 10 per cent. The oilseed crushing in- 
dustry has for some time been pressing for increased duties 
on foreign-made oilcakes and quota restrictions on the 
importation of those from India and other British sources. 
But, in view of the present condition of English agriculture, 
it is realised that there might be considerable difficulty in 
persuading the Government to take any step which would 
tend to raise the price of oilcake against the farmer. 

Demand for vegetable oils was fairly good but prices 
showed a downward tendency. Thus, raw linseed oil was 
quoted at £29 10s. per ton in January, but by July had declined 
to £21 5s., the lowest point of the year. The international 
crisis in September caused prices to rise, but they quickly 
fell again and the year closed at £23 10s. Linseed oil did not 
suffer from such keen competition from Dutch linseed as in 
the previous year as the average price of the latter was 
higher. Refined cotton oil was subject to comparatively small 
fluctuations. Both home and domestic trade in ground nut 
oil showed a further expansion. Exports of castor oil also 
increased, though prices were about £5 per ton lower. 

Export business was less satisfactory than in 1937, partly 
on account of the unsettled political conditions which 
affected foreign markets and partly because of the reduced 
demand from the United States for refined cotton oil. The 
values of vegetable oils and oilcakes were, respec- 
tively, £2,089,932 and £306,878 in 1938, compared with 
£3,151,946 and £134,641 in 1937. 

The following table shows British supplies of vegetable 
oils in recent years, together with figures of net imports and 
exports. 





BRITISH SUPPLIES OF VEGETABLE OILS 














(In tons) 

Home Production: 1934 1935 1936 1937 1938 
Linseed oil ......... 61,360 85,767 90,920 95,345 92,103 
Cottonseed oil ... 90,980 109,207 100,352 112,021 103,474 
Other seed oils ... 44,774 46,764 31,746 33,715 34,720 
Palm kernel oil ... 61,158 67,540 65,258 67,422 60,234 
Ground nut oil ... 50,792 68,367 82,815 121,758 146,902 
Copra oil, etc. ... 60,506 73,634 77,996 51,485 70,897 

WOO: cccdcaive 369,570 451,279 449,087 481,746 508,357 

Deduct Exports : 

Unrefined ......... 34,480 51,467 53,052 70,512 74,610 
Refined ............ 23,798 43,646 21,342 26,397 13,000 
Remainder ......... 311,312 356,166 364,693 384,841 420,538 
Add net imports... 196,489 223,326 212,865 228,509 213,903 
U.K. Supplies... 507,801 579,492 577,585 613,350 634,441 


The estimated supply of oilcakes, including net imports, 
available for consumption was 1,750,000 tons, compared with 
1,770,000 tons in 1937 and 1,530,000 tons in 1936. 


Rubber 


THE following is a summary of Messrs S. Figgis and Com- 
pany’s Annual Review of the Rubber Market, 1938: — : 
The political situation in Europe and the big industria! 
decline in the United States in the first half of 1938 mace 
the year a difficult one both for the rubber market and pro- 
ducers. The latter were affected not only by the lower pric 
but also by the very much smaller quantity allowed to 
shipped. In 1938 permissible exports averaged 55 per i 
of basic quotas, or 712,388 tons, with 833 oe 
cent., or 1,053,993 tons, in 1937. In the second half of ee 
shipments up to 90 per cent. of basic quotas had been all 
with consequent heavy additions to stocks here and in tled 
United States. At the end of June, 1938, they ota 4 
386,878 tons compared with 215,483 tons a year earlier, ro 
for the second half of the year the quota was reduced 
45 per cent. On February 22nd the International Rubber 
Regulation Committee recommended a new restriction scheme 
for a further five years, 1939 to 1943. The basic quota aos 
1939 was increased by 184,000 tons, including Siam, wherea 
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the average increase in 1937 and 1938 had been 40,600 tons. 
After 1939 the increase will be small, and during the five 
years of the new scheme the total addition is to be only 
50,000 tons. The chief increases have been given to the Dutch 
East Indies and Ceylon. Under a 50 per cent. restriction we 
estimate shi ts during 1939 and during the first quarter 
to be as follows:— 


Basic Export Quotas 


Whole January- 

Year, March 

1939 50% 

Tons Tons 

Straits Settlements, F.M.S., U.M.S., and 

TORE cn couecasscovedanquenbecocenscenseceses ,000 79,000 
Netherlands Indies ................ceeeeeseees 631,500 78,937 
CEYIOR onrcrrcccnvcccsccecccrccscrcescrscsceccsee ,000 13,250 
NT ii inntinstimihteeeitidhdenneeneeninnatoNnunbie 17,500 2,188 
EL) cid onialeipinibiieabnine teecetintseoniion 13,500 1,687 
State of North Borneo ............ccccceeeeees 21, 2,625 
ites dimsieihe Mesndbessibeeensnpsecinten 43, §,375 

I) isle oat, bilan ies ineinabineelinhate 54, 10,250 
French Indo-China (estimated shipment) 15,000 
Rest of the World............cscccccceccsesvece 7,000 


Shipments during 1938 from the quota countries exceeded 
their permissible amounts in many cases. The excess was 
22,300 tons and total shipments amounted to 888,600 tons. 


STOCKS AT THE END OF THE LAST THREE YEARS 





(In tons) 
Dec. 31, | Dec. 31, | Dec. 31, 
1936 1937 1938 
Stocks im AMATI . ccaccerecesccocecsccovescdeseesecoes ,000 262,204 245,413 
Stock in United Kingdom ..............ssceseseeeees 3,462 57,785 86,853 
Dealers’ stocks in Singapore, Penang, etc. ...... 18,017 32,582 20,932 
Port stocks in Singapore and Penang ............ 8,952 12,210 6,152 
Stocks in Province Wellesley, Labuan and 
SRI c ctenturccccsdvenemichdadsssehanscehsncactechens 3,268 §,203 2,655 
Dealers’ stocks UP-COUNEIFY — ........sesececeeeereees 5,833 16,043 7,475 
Stocks on Estates of 100 acres and over ......... 26,044 24,488 47,670 
WUE snnstnabbidnlaiedesdpbescacsedsoinnbesooene 363,576 410,515 417,150 


The total planted areas of the territories which are mem- 
: - the new International Rubber Regulation Scheme are 
as follows: — 


AREA UNDER RUBBER (in acres) 


Straits Settlements, PO arbi esis esbvises 128,000 
F.M.S.,  U.M.S., OIE. api ivsecssceccies 104,000 
and Brunei......... 3,273,100 | State of North Borneo 126,000 

Netherlands Indies... 3,214,900 | Sarawak ............... 228,000 

COMGR. ciedthidendue+ ops 605,200 | Siam ..........cceeeeeeeee 312,000 

French Indo-China... 314,200 


The new scheme gives the right to plant up during 1939 
and 1940 another 5 per cent. of the total acreage planted. It 
is also permissible to replant old areas, but without the former 
20 per cent. limit. Many directors of estates consider this new 
planting unnecessary and recent planting has probably been 
of high-yielding clones whose output will be greater than that 
of old planted areas. 

Consumption declined by 185,000 tons from the peak figure 
of 1,094,000 tons in 1937 to 909,000 tons in 1938, chiefly 
due to the reduced demand from the United States. The 
ve countries’ consumption is shown in the following 
table: — 


CONSUMPTION OF RUBBER (PARTLY ESTIMATED) 
(In tons) 


| 1936 | 1937 | 1938 | | 1936 | 1937 | 1938 


America... | 575,000 {543,600 | 411,000 | Japan ...... 61,700 | 62,200 | 45,000 

U.K. ...... | 99,700 | 114,600 | 107,000 | Russia* .. 31,000 | 30,500 | 26,000 

France : 56,800 | 60,000 | 58,000 | Australia... 14,000 | 19,300 | 13,000 

Germany 71,800 | 98,200 | 90,000 | Italy ...... 16,000 | 24,000 | 28,000 

Belgium... 9,600 | 15,000 | 11,000 | Other coun- 

Canada 27,900 | 36,100 | 26,000 tries...... 3,900 | 90,000 | 94,000 
World ...... 1038000 |1093500 | 909,000 


* These are Russian figures for deliveries from warehouses. 


Price fluctuations during the year were moderate, but the 
average price for 1938 was 7;;d. per lb. against 94d. in 1937. 
The market opened the year with the price of standard spot 
sheets at 6$d. per Ib., advanced to 7y4d. by the end of Janu- 
ary, but droped to 6{%d. by the middle of March, when 
the failure and consequent liquidation of stocks of a Japanese 
house made prices fall rapidly, and on the last day of March 
the price reached the lowest i pons of the year at Sysd. per lb. 
The 1.R.R.C.’s decision in May to reduce the exportable quota 
to 45 per cent. for the third quarter caused prices to rise 
and the year’s highest point was reached on October 14th at 
8¥sd. per Ib. In November the marketi declined on the 
announcement of a 50 per cent. quota for January-March, 
1939, Also it was felt that if American consumption was good 
there ls Bae eager geo get ool a Aang mg 
third quarters which woul it prices rising. There has 
been little interest in the alee tack November. 


Copper 


THE following survey of the copper market is based on the 
nae ey by Messrs Brandeis, Goldschmidt and Com- 
pany, Ltd.:— 


The severe fall in copper prices which occurred in the 
latter half of 1937 was continued into 1938, despite the re- 
newed restriction of mine output from December, 1937. In 
May, 1938, the price of spot standard reached £32 10s. per 
ton and from fuly [st the operative quota was reduced 
from 105 per cent. of the basic tonnages to 95 per cent.; 
during the summer price movements remained small until the 
threats of a European war sent the price up to the year’s 
highest point of £48 6s. 2d. per ton on October 17th. The 
rise in prices was swiftly followed by the suspension of output 
restriction, but with the lessening in political tension demand 
again declined, and the price of standard cash closed the 
year at £45 per ton. Restriction of output was again imposed 
on December 15th, at 105 per cent. of the basic tonnages, 
— level was reduced to 100 per cent. on January 1, 


The main reason for the weakness in copper prices was 
the steady decline in American copper consumption, from a 
monthly rate of 75,000 long tons in the first six months of 
1937 to about 24,300 tons per month in the first half of 
1938. During the autumn the expansion in business activity 
in the United States led to an increase in the consumption 
of copper, which reached 58,300 tons per month in the last 
quarter of the year. The fall in demand in the early months 
led to a general decline in output from American mines, which 
did not, however, keep pace with the decline in consumption; 
stocks in America rose from 260,000 tons at the end of 
1937 to 370,000 tons at the end of June, 1938, in spite of a 
large increase in exports of refined copper, from 263,700 tons 
in 1937 to 332,900 tons in 1938. 

World consumption in countries other than the United 
States increased further in 1938, as is shown in the accom- 
panying table, taken from the annual review of the metal 
markets by Messrs Brandeis, Goldschmidt and Company, Ltd. 
The expansion in German, Italian and Japanese imports is 
a reflection partly of the increased armament production in 
those countries and partly of an increase in home reserves; in 
the United Kingdom and France the fall in industrial demand 
during the early part of the year more than counterbalanced 
the growing need of copper in the armament trades. 

World mine output of copper fell from about 2.2 million 
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mms JOHN MURRAY 











te 


sesatlipee Recta LD CO 


tO me RESO: ¥ V ashen 


ie at 


a 
ke 

S 
& 


oe 


” * 


2s 
= * 


Re . 


Hepa ORIEL EL RIO AE IIS 


Tete 


LAL ELLEN OTE AR RE nate pipe et? 


oem: a 


ete 
eter 


| 


er 
cond 


; 
rl 


46 THE ECONOMIST. COMMERCIAL HISTORY & REVIEW OF 1938 


tons in 1937 to a little less than 2 million tons in 1938. 
This fall was the net result of the smaller output of American 
producers, and of the mines within the restriction scheme, and 
of a somewhat larger production in Canada and other coun- 
tries, of which Cuba, Newfoundland, Finland and Cyprus are 
the most important. A further increase in 1939 in the Cana- 
dian and Rhodesian output is quite probable. 


Propuction, CONSUMPTION, STOCKS AND PRICES OF COPPER 
(In thousands of long tons) 








| 1928-29 | 1935 | 1936 | 1937 | 1938* 
Mining Production 
United States...........- 855 340 550 750 510 
CR Gin cin iscnctvccnscneyese 295 270 250 405 340 
COIS, : .casnnsemreneerins 100 185 185 235 260 
Northern Rhodesia ... 5 145 140 210 205 
Belgian Congo ......... 125 105 95 150 125 
Other countries ......... 430 395 435 490 540 
a 1,810 1,440 1,655 2,240 1,980 
Consumption 
United States............ 1,000 470 720 785 510 
Germany ........+-.+0+0+0+ 250 290 285 340 450 
Great Britain ............ 155 245 305 335 310 
PRB cisicence.cecsnvesess 135 lle 110 115 100 
Raby... cocnccccececcccnnceses 75 80 95 90 95 
TIGER consdninsaumnrennnedn so 130 125 190 240 
Other countries ......... 245 330 400 485 600 
NOE cdiccenienstion 1,940 1,655 2,040 2,340 2,210 
Stocks, end of year in 
United States............ oie 205 145 230 280 
Other countries ......... ae 225 170 189 147 
Average Price <0: 43 £°6'S] Fes." t S48 Ts SS 
Standard cash London, 
per long ton ......... 75 9 7; 3118 2};38 9 7|} 5410 Oj; 41 0 0 
* Estimated. 


According to Messrs Brandeis, Goldschmidt and Company, 
Ltd., one of the features of 1938 was the very high margin 
between the prices of standard and electro copper. Owing to 
the restrictions on the export of refined copper from Germany 
and the still relatively small tonnages of electro produced in 
Rhodesia, the determining factor has been the refining cost in 
the United States. The fall in the pound and the keen de- 
mand for prompt copper kept the sterling prices high, but it 
is expected that in 1939 some of the accumulated stocks of 
refined copper will be put on to the market. 


Lead 


We take the following account of the lead market in 1938 
from the annual review by Messrs Brandeis, Goldschmidt 
and Company, Ltd. :— 


The boom in lead which took place in the early part of 1937 
was followed by a severe reaction, which had not spent its 
force at the end of that year. There was, therefore, little pros- 
pect of a recovery in price in the early part of 1938, and it was 
feared that there might be a further sharp fall in spite of the 
oe European consumption. This, in fact, did occur, and on 

une 9th a quotation of £13 5s. per ton was reached for Sep- 
tember shipment, which proved to be the lowest of the year. 
From that point there was a moderate recovery, and at the 
close of the year the price was about £15 10s. for forward 


pment. 

Taking the world as a whole, the figures for production and 
consumption showed a decline in accordance with the 
shrinkage of world trade, but it is interesting to not t the 
whole falling off was accounted for by the decline in 


F 


consumption was even greater. Stocks rose steadily during 
Auton: Soutien as8 Beising Compane, Sih te-4 crs 
i y, fell to 4 cents 

per Ib. at the end of May. In July, however, the accumulations 
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The lead consumption of Great Britain showed a hea 
increase, the apparent consumption amounting to over 380 000 
tons. There was probably a good deal of restocking by works 
who found they could buy more than twice the tonnage oj 
lead in 1938 for the same money that it cost in 1937, and wir 
for that reason had had to reduce their holdings previously. 
it is also likely that the tonnages bought for armament purpos: 
were greater than those consumed. Nevertheless, it was ex. 
pected that the steady decline in the value of building plans 
passed would have caused a fall in the industrial demand for 
lead, but so far the use of lead in the building trades has 
been well maintained. 


PRODUCTION, CONSUMPTION, STOCKS AND PRICES oF Lgap 
(in thousands of long tons) 








—————_]—_——— 
| 1928-9 | 1935 | 1936 | 1937 | 1938* 
Production 
United States.......,.... 600 330 360 420 320 
NR iirinnscessscdadieresa 240 185 210 220 220 
Australia...........+00+0+ 170 215 195 225 225 
Camas  .....crccrscecseee 145 150 165 185 185 
Germany ........+..+00000 125 120 140 160 170 
Other countries ......... 405 400 395 460 505 
ON ca it 1,685 1,400 1,465 | 1,670 | 1,625 
Consumption er ee ese 
United States............ 650 350 435 500 380 
Great Britain ............ 260 325 345 340 375 
Germany .....0.000+2s00000 210 170 200 230 225 
DRI ccctintianseunsbecnecet 105 85 90 100 85 
, eee 65 100 105 120 120 
Other countries ......... 365 370 380 380 470 
bag ie sr 1,655 1,400 1,555 1,720 | 1,655 
Stocks, end of year in ey, a 
United States............ ion 198 153 115 103 
United Kingdom ...... ove 7 6 7 1 
Average Price fa@24140@6@i14 84) 42041 4 6 4 
London cash per ton... | 22 6 0] 14 5 0} 1712 0} 23 6 0/15 5 0 
* Estimated. 


Production of lead in the countries outside the United 
States of America has shown relatively little alteration com- 
pared with 1937. The figures for Australia and Canada are 
er a whilst certain mines, such as that 
of the Sulphide tion in Australia, are nearing exhaus- 
tion, the tonnages will doubtless be made up from other 
sources in years to come. In Mexico, labour difficulties have 
not seriously affected output, and as prices have fallen richer 
grades of ore have been treated. The output from Germany 
and from some of the smaller mines on the American conti- 
nent has increased, and in France there has been no falling 
off, thanks to the extra subsidy which the Government has 
provided. 

In September an agreement was concluded between the 
larger producers of lead outside the United States of America to 
form a Lead Producers’ Association, with the object of adjust- 
ing the supply to demand. Whilst the United States of America 
is not wi the scheme, the leading Australian, Canadian and 
Mexican producers, and those in Burma and Jugo-Slavia, 
are co-operating, which should ensure that it is effective. It 
may be assumed that the price of £15 per ton which prevailed 
at the end of 1938 is somewhat below the level with which the 
producers will feel satisfied, but the first objective of the 
Association will be to reduce production in order to establish 
a reasonable equilibrium between supply and demand. The 
present level of stocks is probably in accordance with the 
volume of demand, and so long as there is no further increase, 


United States of America, on the other hand, most of the 


Spelter 


Tue speculative activity of 1937 and the wide variations in 
price gave way in the latter months of the year to more 
normal conditions. The peice of -epeieer cn London 


fe 


= 


nawWwoc8 Soe So we 


an 











THE ECONOMIST. COMMERCIAL HISTORY & REVIEW OF 1938 47 





Feb. 18] 


Messrs Brandeis, Goldschmidt and Company, Limited: — 


cers, who had had one good year after many lean ones, 
aie ion their profits diminishing. Even in the United 
States, where consumption in 1937 had beaten all previous 
records, the expectation of a demand at least as great as in 
1936 was by no means fulfilled, and stocks showed a heavy 
increase. Between saeeey ots uly the Seon States — PRODUCTION, CONSUMPTION, STOCKS AND PRICES OF SPELTER f 

re than do ) ter there was a consider- in ! 
~ improvement in consumption and about one-third of the Ga thousands of long tons) 
increase disappeared. A large part of the earlier increase in 
stocks, both in the United States and in the United Kingdom, 
was due to the depression in the galvanised sheet trade in both 

untries. 
"Generally speaking, the production of spelter in the world is 
adequate to meet all demands. At the moment consumption Germany and Poland... 
has not increased sufficiently to absorb the supplies of spelter Be 
resulting from the improved flotation of lead-zinc, copper- 
zinc, and other complex ores; the relationship between the 
yalue of such concentrates and the cost of shipping from the Total ......seseseees 
mine to the treatment point or to the market is too great to Combine 
allow all the available production to be treated. So long, there- _ United States............ 
fore, as prices remain low, the supply of concentrates will United Kingdom ...... 
remain in the producers’ hands and be kept off the market —, eee 
altogether. In fact, the tendency at present is for supplies France...” 
to diminish, and a considerable improvement in the price ther counttries......... 
would be necessary to reverse it, Total 
Towards the end of the year the conclusion of an agree- 

ment between the larger producers of lead outside the United ones of year in 
States automatically helped the spelter market. Consider- United Kineton” see 
able supplies of zinc ores and residues originate in the treat- oo = © 


ceived a 10 per cent. preference in the United Kingdom market, 
and later this was altered to a fixed duty of 12s. 6d. per ton on 
foreign metal with free entry for Empire metal. Certain interests 
have urged that special protection should be given to the home 



































| 1028-20 | 1935 | 1936 | 1937 | 1938* 
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ment of lead and silver, and a lowering of the production Average Price 
of either of these two metals always affects the output of per ing mene" 


spelter to some extent. A factor which should also make for 
a greater stability in the market is the reduction by 20 per 
cent. (from 1.75 cents to 1.40 cents per Ib.) in the duty on 
Canadian zinc entering the United States. This reduction was 
embodied in the American-Canadian Trade Agreement in 





industry in the form of an increase in the duty on foreign metal 


November, 1938, which came into force on January 1, 1939. 
A similar reduction of 20 per cent. in the duty on the zinc 
content of ores and residues entering the United States has 
also been made, so that there should now be adequate refining 
capacity both in Europe and on the continent of America to 
meet all normal demands. It should perhaps be mentioned that 
under the “ most favoured nation” clause many other coun- 
tries can export metal or ores to the United States on the 
same terms as Canada. 

Mention must also be made of the question of the import 
duty on zinc of non-Empire origin entering the United King- 
dom. Under the Ottawa Agreements, zinc of Empire origin re- 


and a corresponding subsidy from the Empire producers who 
would benefit by the increased duty. The matter is still being 
considered by the Import Duties Advisory Committee, but if 
a change is to be made it is to be hoped that it will be of a 
general and not of a particular nature, so that other potential 
producers will be encouraged to put up works here rather than 
on the Continent. 

Whilst the immediate prospects for 1939 do not appear too 
bright, there are two facts which are encouraging. Firstly, the 
price level is very low, and will itself cause a reduction in 
output, and, secondly, any agreement to curtail production 
would favourably affect the price almost at once. 












SWISS BANK 
CORPORATION 


(A COMPANY LIMITED BY SHARES, INCORPORATED IN SWITZERLAND) 
1872 






Trading Abroad 


Few traders can remain unaffected 
to-day by the constantly changing 
restrictions now adopted by so 
many countries abroad in the settle- 






















BASLE, ZURICH, ST. GALL, 





- 
ca 







GENEVA, LAUSANNE, 3 : ; ‘ 
LA CHAUX-DE-FONDS, § ment of international indebtedness. 
NEUCHATEL, SCHAFFHOUSE 3 The Westminster Bank has there- 


fore created a central Exchange 
Restrictions Department, from 
which any Branch may obtain at 
short notice the latest information 
for the benefit of a customer 
trading overseas 






Se 


Capital paid-up - S.Fcs.160,000,000 
Reserves - -S.Fcs. 32,000,000 





















«ee oe ee a ee a a gag 












LONDON OFFICE - 99 GRESHAM STREET, E.6.2 


WEST END BRANGH : 11 REGENT STREET (warertoo prace), S.W.1 


- 








OOOO OOOO 


HS 
ana 








All descriptions of Banking and 
Exchange Business Transacted 






Westminster Bank 


LIMITED 


Head Office: 41 Lothbury, E.C.2 













Correspondents inall . , 
* * Parts of the *5¢ 









OE I GY Oe PE at ECII EY BEE 


reer, 


eae ¥ 
’ 


cme 


ate EN ii Rs. di, Spal 


tn wo ccarT DIY 
ple ori phersreundlen etvteinin ee YS 


pA Agi SLA ACES > SIA EE 


a 


ious, 00 


Bi Aen stink nas. Be cane 


Fre OPO ee ee eee eee 
i gape bebe tt Viti, 





48 
Tin 


Messrs BRANDEIS, GOLDSCHMIDT AND Company, LTD., 
summarise the tin market in 1938 in the following para- 
graphs of their annual review: — 

Throughout the year the market has been under the influ- 
ence both of the decline in world demand and of the negotia- 
tions connected with the formation of the buffer » the 
ultimate completion of which provided a bullish feature. The 
price of standard tin opened the year at about £182 per ton, 
and it remained around that level until the middle of February, 
with the quotas at 70 per cent. Following the reduction to 
55 per cent. for the second quarter, there was a small advance, 
but controversy regarding the buffer pool pro Is caused a 
sudden drop in the price at the beginning of April to £165 
per ton. In May a further fall took place to £152 10s. per 
ton (three months) which was the lowest price of the year. Not 
until the end of May, when the outcome of the referendum 
in Malaya was known to be favourable and quotas had been 
cut to 45 per cent., was confidence restored. At the end of 
June it was announced that the buffer stock scheme would 
be put into operation as from July Ist, and this caused a 
big jump in the price to nearly £194 per ton. Whilst previously 
a level of £200 had been mentioned, the buffer 1 made this 
figure the lower limit, and £230 was given as higher one. 
The highest price of the year was £218 Ss. reached on 
December 30th, so that the market closed the year in sight 
of the pool’s objective. 

According to the statistics of the International Tin Com- 
mittee (from which the tables here given have been compiled) 
the production of tin in 1938 amounted to about 145,000 
tons, whilst apparent consumption was rather higher. 


Propuction, Consumption, STOcKS AND PRICES OF TIN 
(in thousands of long tons) 














| 1929 | 1935 | 1936 | 1937 | 1938* 
Production 
I 46°3 27-2 24-1 25-0 25-4 
IE coosissonstuiebinet 69-4 46-0 66-8 77-5 43-2 
Datch E. Indies......... 35-7 24-7 31-7 39-8 21-0 
BEGUEER...0cccccccecrscccsese 10-7 7-0 9-6 10-5 7-3 
i hinisorentonnincotinatess 9-9 9-8 12-7 16-5 13-5 
Other countries ......... 14-9 31-6 35-2 39-0 36°8 
PE  ccncensveosenes 187-0 146-3 180-1 208-3 147-2 
Consumption 
United States............ 87-6 62-5 73-0 86-7 50-7 
United Kingdom ...... 24-2 21-4 21-9 26-0 18-3 
GETMARG occccvecessecceres 16-0 10-4 8-5 11-7 4-0 
All countries ...... 178-0 148-7 159-8 198-7 151-6 
Stocks ‘ 
Visible supply and carry 
over, end of year...... 27-5 13-8 22-7 25-7 29-5 
Average Price £ s. s. £ s. s. £ os 
Cash in London p. Lton | 203 18 224 18 204 12 242 6 189 12 
* Provisional. 


It will be seen from the production table that almost the 
entire reduction in 1938 was at the expense of the participants 
in the scheme, whilst the unrestricted countries did not reduce 
their production at all. This would not have been the case at 
less remunerative price levels. It is estimated that despite the 
hostilities in the Far East, actual production in China will 
not yet have been severely affected, although there may have 
been some difficulty in exporting metal in the last few months 
of the year. One may assume that the unrestricted producers 
contributed about 25,000 tons, or approximately the same as 
in 1937. This compares with a yearly quota rate of about 
100,000 tons for the restricted producers if the rate of 45 per 
cent., which prevailed for the last six months of 1938 and 
the first three of 1939, were to remain in force for a full 
year. 

So far as consumption is concerned, there have also been 
great changes in the portions taken by various countries 
pared with 1937. The largest individual decrease was in the 
United States, which took about 35,000 tons less than in the 
previous year, though undoubtedly some of the invisible stocks 
were consumed. In the United Kingdom there was also a 
big decline, the bulk of which must be attributed to a reduced 
production of tinplates. Countries which imported more tin 
than in 1937 were principally Japan and Germany, but it is 
a a eo oy ee — mean these imports represent 
an adju to invisible st ition. Russian import 
were lower, and no doubt a oe i ; 


contrast to 1937, almost half of i 
in the United tendems or in tee uh me ae eae 
same proportion the stocks has had to be made available 
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for the London Standard Market under the buffer pool schem. 
This has meant that foreign producers have had to : 
their metal for standard tin warrants, or arrange to make 
shipments to London if called upon, whilst producers in the 
Straits and the United Kingdom have had to earmark stock; 
in their works for the same purpose. This situation is satis. 
factory from the point of view of the defence of Great Britain 
but it is doubtful whether consumers in the United States, 
who in any case are none too well stocked, will look upon jt 
as a safeguard in a rising market. 

In considering the prospects for 1939 it is important to 
remember that the available supplies of tin outside the buffer 
pool are too small for normal world requirements, and, as 
consumption may soon be expected to improve, the liquidation 
of the pool should be possible, even at £230. There is, of 
course, the danger that when this price is reached the market 
will be allowed to advance still higher, but if this can be 
avoided both producers and consumers should be satisfied, If 
however, consumption should fall severely during 1939, th, 
liquidation of the buffer stock would become much mor, 
difficult, and might entail the reduction of production quotas 
to a level which would make some of the members of the 
scheme reluctant to continue their adherence. 


Cotton 


THE following table, compiled from the issue of Cotton 
Statistics for January, 1939, shows that world production of 
Cotton in 1937-38 was considerably greater than in 1936-37, 
but such estimates as are available for 1938-39 show a sub- 
stantial decrease from the previous year:— 


Wor.p’s Cotton Crop 
(Thous. bales of 500 Ibs.) 






















Country | 1933-34 | 1934-35 al 1936-37 sr Re 
United States Lint ...... 13,047 9,637 | 10,638 12,008 
Linters .. 982 1,001 1,089 1,500 
Es cchhendictniens 14,029 | 10,638 13,508 
BD cnctnenccouseveredsed 255 223 225 
UNS cginuncnsitibinnbonants 1,014 1,359 2,000 
Ts cnkienneibagunahiendaia 342 “ 
Argentina...............0+ 191 295 “ 
Other South American 75 71 
I sectcintidnainébniane 5,108 4,857 a 
i idteneannpiiadaintbnedianall 2,673 3,078 2,000 
Japan, Korea, etc 207 223 280 
East Indies, etc. ......... 16 15 ~ 
SM ebvianasevendivitnsiatt 1,844 1,772 3,500 
enqueseencosncoeneins 159 200 en 
Iraq, Ceylon, etc. ....... t 2 bam 
Asia Minor and Europe 190 246 bee 
I nccithécievettniatnibe 1,715 1,511 1,470 
coondiaiiiicectiinmiiis 1 ove 


— | | | | ee 


eeneeee 


paunempnetnnnannanneasi bens EE an 
ee 


Cent eeeeesereerene 


* Government estimate, 400 Ib. —. 
3 Ex Burma. 


The increase in world production was chiefly due to the 
larger crop in the United States, total output in other coun- 
tries having declined slightly from 19,981,000 bales in 
1936-37 to 19,884,000 bales in 1937-38. The next table 
shows world consumption of raw cotton by varieties, 4S 
compiled by the International Federation of Master Cotton 
Spinners’ and Manufacturers’ Associations, and changes 10 
stocks at the end of the season in recent years: — 


Wortp CONSUMPTION AND Stocks OF COTTON 
(Thous. running bales, excluding linters) 





Consumption World 
ended Si aist 
July 31st | american | Indian | Egyptian eons Total | J 








1931 ...... 10,901 5 853 4,864 23,195 10,906 
1932 ...... 12316 oes 980 4,235 22,319 12,144 
1933 ...... 14,171 4,220 934 5,028 24,353 ae 
1934 ...... 13,534 4,772 1,108 5,697 25,111 er 
1935* ...... 1,354 5,772 1,195 7,490 25,801 ores 
teers" | fags | Sat | tam | gies | sore | see 
1938... | 10,896 5,867 1,188 8.142 | 26,093 | 12,079 
ssiilsiatceiapas cetacean 
* No returns from Germany. + No returns from Germany or Italy. 
$ No returns from Italy. 


It will be seen that consumption of all varieties has de- 
clined, total consumption in 1938 being 12 per cent. smalle 
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than in 1937, while stocks during the same period increased 


by 25 per cent. 
The fluctuations of Liverpool prices are shown below: — 
AVERAGE PRICE oF Raw Cotton, LIVERPOOL 
(Pence per Ib.) 
jan E A tian 
; uly 31st— iddling Sakellaridis 
some eee Rice SE siouis 18-14 
SUIT” cepspiccibeesaqianiiesvienconde 5-71 9-04 
SOU: scsicthonbinentiiniinesineioes “ Neegeom 6-78 
SUID. onihipsitsienpeibdbowsageooetine UE heim 7-79 
1934 cccccreceerovercecesscoscenss Se pedis 8:05 
OED. cceiceuantiesumenneiin 692 a. 8-44 
SOE: .cassiebesitonaiiinisnnpneabece 650 kesees 9-20 
SEER. arichaceenycetiinncadonnners a... agate 10-81 
SET cntgniiiatinnaneenapatianeds 497 sass 8-73 
1997 —Marcl ..0..ssesseccrsesenes , eee 11-76 
RI. ah sig laiehiatinsed 7706 easene 10-54 
ees Mseccsucssooosecs eee. elation 8°78 
Decem ber........+.0eeeee++ GO . beeees 8-10 
1938—March ........ccccceeeeees es” Soebe 8:37 
June dindudchedbuideetonerse SG Seeise fe 
September .........004..- OS. cana, 96 
Sooee jeoahbabehbeiteans lappa 7°63 


The distribution of British imports of raw cotton by quan- 
tity and value in recent years is shown in the next table: — 
BriT1IsH Imports oF Raw Cotton 
(Excluding linters) 



























Quantity Value 
Country a meigiantietintatnanee 
| 
1936 | 1937 | 1938 1936 | 1937 | 1938 

Of 1 in. staple | Centals | Centals | Centals £ £ £ 
_ and over :— ‘of 100 Ibs.jof 100 Ibs./of 100 Ibs. 

jo-Egyptian 
ee 577,854] 608,814; 697,618) 2,431,107) 2,580,859) 2,182,375 
British West India 


9,213, 13,448 17,235 71,149} 123,073) 137,459 





















Other _—‘ British 
countries .... 202 114 742 1,110 1,022 3,197 
REIB6 cceovsenevers 1,631,197} 1,297,075] 1,051,174} 5,882,734) 4,774,398} 3,190,986 
DUR dcecunscncenneh 74,690 93,260 72,205} 271,840) 341,237} 213,782 
Other foreign 
countries ........ 3,870 8,162 22,496 14,203 33,181 55,947 
Total ...... 2,297,026] 2,020,873} 1,861,470) 8,672,143) 7,853,770) 5,783,746 
Under 1} in. staple 
and over j in 
staple :— 
From :— 
British W. Africa 110,711} 163,480 94,614) 314,850) 487,187; 201,869 
tish E. Africa 235,642) 123,693) 166,390} 641,661) 355,825) 386,900 
British India 1,096,739] 927,373} 675,218) 2,450,087; 2,199,422) 1,356,216 
Other _ British 
devteoss 238,225} 198,170) 152,162} 755,525) 669,795) 396,018 
Egypt wocscecceccee 1,193,650] 1,610,260] 1,529,912) 3,818,507} 5,081,686) 4,136,341 
UD Uidas dienbbrenes 6,010,618] 7,466,519] 4,339,231) 16,394,198) 19,183,719) 9,257,824 
ER 713,385} 835,604) 789,685) 2,362,587) 2,795,188) 2,232,651 
ERS 1,466,148 1,076,851 1,056,884 3,871,432 2,793,970 2,114,226 
Sie patdoveee 440,134] 184,220 20,162] 1,247,135; 560,152 42,241 
© foreign 
countries ........ 243,072} 423,439} 209,748} 680,538) 1,193,631} 427,455 
Total ...... 11,748,324/13,009,609] 9,034,006] 32,536,520/35,320,575/ 20,551,741 
Of Zin. staple and 
under :— 
From :— 
British India . 1,230,176} 1,380,643] 1,067,640} 2,549,422) 3,189,433) 1,834,691 
Other _ British 
countries ........ 1,273 1,155 3,854 2,640 2,158 9,813 
UBMs sccciinscnsin 167,932} 184,367 98,169} 447,105) 453,475; 187,412 
Other foreign 
countries ........ 17,094 4,454 7,101 30,576 9,957 12,426 
Total ...... 1,416,475] 1,570,619] 1,176,764] 3,029,743] 3,655,023] 2,044,342 






ee | NE | TT | TT | 


Grand Total® |15,461,825/16,601,101|12,072,240) 44,238,406) 46,829,368/28,379,829 





* Total British imports of raw cotton in 1913; quantity, 21,742,996 centals ; value 
£70,570,547, 


The volume of total imports of cotton in 1938 was 27 
per cent. smaller than in 1937, while during the same period 
the value of imports declined by 394 per cent. _ . 

_A survey of developments in raw cotton during 1938 is 
given in the following summary from Mr F. W. Tattersall’s 
Cotton Trade Review of December 31, 1938: — 


On January 4, 1938, the quotation for Middling American 
cotton on the spot in Liverpool was 4.83d. The average price 
during the year was 4.93d. per lb., compared with 6.34d. per 
lb. in 1937 ; the lowest quotation was 4.20d. on May 31st, and 
the highest 5.27d. on December 29th. The year closed with the 
figure at 5.25d. The American crop for 1937-38 reached the 
record total of 18,946,000 bales, compared with 12,399,000 
bales in 1936-37. Owing to the large supplies of raw mate- 
rial the United States Government decided substantially to 
reduce the area under cultivation in the current season. Con- 
ditions in the growing belt were not so favourable as in 1937, 
but the plants made good progress, and according to latest 

t estimates the crop is likely to be about 12,000,000 
bales. The Government has granted a further loan to farmers 
and now holds a very large amount of American cotton. 
Government policy has made American cotton relatively dear 
compared wi varieties and exports between July and 
December, 1938, were about 1,600,000 bales less than in the 

ing period of 1937. Many proposals have recently 
been made whereby the Government could move its large 
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holdings into consuming channels and some changes are ex- 
pected in the farm programme for next season. World con- 
sumption of American cotton during the current twelve months 
1s estimated at about 10 million bales, which would leave a 
carry-over of nearly 15 million bales at the end of the season. 

The price of Fully Fair Upper Egyptian cotton on 
the spot in Liverpool on January 4, 1938, was 7.44d. Like 
American cotton, this variety was a little dearer at the end of 
the year, closing at 7.51d. per Ib. on 30th. The 
lowest price during the year was reached on June 14th, at 
6.54d., and the highest on October 26th at 8.46d. per Ib. The 
growth of Egyptian cotton during 1938 was much smaller than 
in the previous year, partly owing to the reduction in the area 
under cultivation and partly owing to unfavourable weather 
conditions which resulted in a smaller crop. This season’s 
growth of Egyptian cotton is estimated at about 7,000,000 
cantars. The carry-over of all kinds of cotton next July is ex- 
pected to be about 26.5 million bales. 


Silk 


SupPLiEs of raw silk, which showed a substantial increase 
in the 1936-37 season, declined in 1937-38, and estimates 
for 1938-39 suggest that this tendency will continue. The 
following table, based on the estimates of Messrs Morel- 
Journel and Company, shows that the reduction was general, 
and in the case of exports from Shanghai large, but suggests 
an increase in the Levant crop in the current season: — 
Wortp Suppty or Raw SI1k 
(In metric tons) 


Season ended 


June 30th 1913-14 


1936-37 sors se 











1934-35 | 1935~36 


Export from Shanghai 


(including Tussah)... 5,800 1,447 3,388 3,096 1,148 1,110 
Do. Canton ............ 2,780 1,395 1,035 1,138 1,218 1,000 
> Mea sicuedaees 12,120 | 31,275 | 28,833 | 31,313 | 27,313 | 26,500 
Do. Persia and Central 
BE secctsitanté 435 150 
Do. India and Indo 
GI dsccsdnauee 115 ots ade wa we soa 
European crop ............ 4,235 2,942 1,686 3,193 2,971 1,840 
Levant crop ............... 1,880 780 672 725 774 1,005 
iia cians 27,365 | 37,989 | 37,273 | 41,365 | 35,519 | 33,590 
* Estimates. 
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The following account of the silk market in 1938 is a sum- 
mary of Messrs Morel-Journel and Company’s annual 
review :— 

The silk market became healthier during the year. There 
were no speculative positions at the beginning, and the general 
shortage in the cocoon crops helped to balance production and 
consumption. As a result, prices were strong enough to resist 
outside influences, and are now higher than a year ago. This 
firmness in prices encouraged the industries using silk as a 
raw material. In the United States, monthly consumption, after 
declining in 1937, gradually increased, and total consumption 
in 1938 will probably be almost as high as in 1937. Italy 
remained out of the raw silk trade; imports of foreign silk 
were prohibited and a special bonus given to help export sur- 
plus Italian production, most of which went to the United 
States and Germany. 


In this country the silk industry continued to expand and 
imports of raw silk in 1938 were 11 per cent. higher than in 
the previous year. This was only partly offset by a decline 
in imports of cocoons and waste, The quotation for Japanese 
silk was 8s. to 8s. 6d. per lb. on December 28, 1938, com- 
pared with 6s. 6d. to 7s. 3d. per Ib. on December 29, 1937. 


Wool 


A FURTHER increase in production over that of the record 
1937-38 wool-selling season caused prices to continue the 
downward movement which set in during the later months 
of 1937. There was some improvement towards the end of 
the year, but at the end of the season the index of raw wool 
prices, compiled by the Weekly Wool Chart, had fallen from 
113 for 1937 to 89 for 1938. 

The following table, compiled by the Imperial Economic 
Committee, gives figures of raw wool production in the lead- 
ing export countries : — 


Wortp Woot PropvucTIoNn 
(In millions of Ib., greasy basis) 


























Production Index 
f Wool 
Season : Prices 
Aus- | Argen-| New | U®#0" | United aT (July, 
tralia tina S- | States ing- orld 1914 
Africa dom == 100) 
1930-31 .... 913 361 259 300 435 111 3,812 75 
1931-32 .... 1,008 381 270 313 464 113 3,823 57 
1932-33 1,063 390 277 329 441 119 3,823 56 
1933-34 996 3384 290 283 460 120 3,708 70 
1934-35 .... 1,015 370 265 219 451 115 3,621 79 
1935-36 .... 971 348 304 250 453 109 3,664 72 
1936-37 .... 983 366 304 277 449 108 3,786 91 
1937-38 .... 1,015 375 297 246 455 107 3,827 113 
1938-39} ... 938 385 305 261 457 lll wea 





+ The figures in this column refer to the earlier calendar year. } Provisional. 


The next table shows the substantial increase in the carry- 
forward of unsold wool in Australia, New Zealand and 
South Africa which resulted from the record production and 
reduced demand: — 

Stocks oF Raw Woot at Enp or SEASON 
(In millions of Ib.) 


Australia (a) | Argentina (6) |New Zealand (a) South Africa (a) 
In Store at At Ports 
Selling Centres All Centres All Centres (unsold) 
DIO cctcvsncustennk 65-0 41-9 26-0 23-0 
HTS 26-0 13-0 64-0 4:0 
+B 23-2 22-0 17-0 7-0 
BEIT sbesuccesdtbene 14-0 24-0 11-0 4-0 
EE 71-0 34-0 24-0 8-0 


(a) Season ended June 30th. (b) Season ended September 30th. 


The following table shows the changes in prices between 
the end of 1937 and 1938: — 


Woot Prices 1n Lonpon 

















In Ib. July, | Dec. 5, | Mar. 15,| Dec. 2, | Nov. 26,| Dec. 7, 
Fleece ' Wools 1914 1928 1933 1936 1937 | 1938 
d d. d, d, 
Pemee = 48 ist 38 31 28 
"s jum 34 27-28 25 
60/64’s good medium 30 43 1 31 24-25 23 
58/60’s good medium 29 41 17 29 24 21 
56’s crossbred ...... 26 36 13} 25 20 1 
50/56’s fine crossbred 234 33 12 *20 *17-17}| *1 
46/50’s crossbred ......... 18 27 7k t19 t16 t14 
46's crossbred ............ 17 25 6 18} 153-16 14 
44’s crossbred ............ 16 24 5} 18 + 4 
* 50’s fine. t 48's. tt None offered. 


THE ECONOMIST. COMMERCIAL HISTORY & REVIEW OF 1938 





[Feb. 1g 


Recent changes in the wool market are : 


following extract from the Weekly Wool Chart, ‘ins 
December 29, 1938:— 


Estimated production in the five principal exportin 
tries amounted to 2,049 million Ib. in 1937-38, ae 
2,043 millions in 1936-37, and the previous record of 2,046 
millions in 1933-34, and at the end of the season there war 
substantial increase in stocks of unsold wool at the Various 
sources of supply. At no time during the year, however, could 
stocks in the United Kingdom be regarded as excessive or even 
normal. The moderate stocks of medium and coarse cross. 
breds were depleted by Government orders. Prices for carpet 
wools were so low that Argentine growers held much of the 
clip off the market, and it was difficult to obtain supplies, 
A remarkable feature of the year’s trade was the slight fluctua. 
tion in prices. The downward movement which began at the 
end of 1937 continued until February, but during the greater 
part of the year that proved to be a level below which Prices 
could not be depressed however bad trade might be. 

Mainly because of the reduced requirements of Japan and 
the United States, the total quantity of wool sold in Australia 
in 1937-38 was only 2,793,164 bales, compared with 2,924,053, 
bales in the previous season, and the other main producing 
countries reported similar substantial reductions in sale: 
During the later months of the year wool consumption in the 
United Kingdom improved, and at the end of the year the 
statistical position was satisfactory. Consumption during the 
year has not differed appreciably from production, as low 
prices have secured preferential use as against other textile 
fibres. 


Other Textile Fibres 


Prices of fibres in the United Kingdom show considerable 
changes from a year ago, some qualities being dearer and 
some cheaper. 


FIBRE QUOTATIONS IN THE UNITED KINGDOM 




















an. 1,| Jan. 1, | Jan. 1,] Jan. 1,} Jan. 1, | Jan. 2, 
iiss Ji938 | 1936 1937 1938 1939 
£ s £ sj £ sj £ s. £s.| £ s. 
Italian PC/SB ............ perton] 67 0 | 61 10 sie 69 5] 70 0} 73 0 
Flax Livonian ZK ...... ee 96 0|77 0176 0} 74 0} 6 0} 74 0 
Soviet IV Group flax... _,, .. | 82 0] 89 0] 82 0] 78 0] 96 6 
Soviet III Group tow ... ~ ail 75 0} 80 0|75 0} 71 0} 77 0 
Bombay hemp H.J.F.... o 28 10} 18 0] 1610] 15 0 1415] 14 0 
Bengal, Sunn, No. 2 ” 34 0] 21 Of} 22 0} 20 O} 2 0} 1815 
NEE cbsacccaades o 23 0/1310] 18 O| 4 § 13 5 | 12 10 
ute, Firsts ............... e 32 10 | 17 15 | 19 15] 19 0 18 5} 1915 
Tivbtibadibsdsecceene - ese 13 0 > = = s 2 : 7 

New Zealand, Fair ...... . 3410/15 0 
African sisal, No.1... , | 42 0] 15 0] 2810/29 0) 20 5/ 1615 
Cebu maguey,No.2 ...  ,, $410] 1110] 1910 | 2615}; 21 0) 17 to 
Mauritius hemp, » | 3910} 22 0} 22 10] 22 21 10 a? 

BR nctnas per Ib.| 6jc. 3c. 6he. 





An account of developments in the fibre market, taken 
from the Annual Review of Messrs Wigglesworth and Com- 
pany, Limited, is given below : — 


Soft fibres continued to be subjected to Government control 
of supply and exports. Russia, whose flax crop is by far - 
largest, was not releasing sufficient for foreign requirements, ape 
the Italian Government raised the price of hemp above the ried 
of competitive fibres so that exports were seriously i r 
Consequently these fibres were out of relation with ea ar 
fibre group, which was depressed throughout the year, resulting 
in an uneconomic price level. Readjustment of values is natur 
ally slow in a crop which takes two or three years to mature, 
but it may now be expected. 


Flax. — Except in the heavy end, which benefited from im- 
portant Government contracts towards the close of o one 
the British linen trade had to contend with adverse eed 
throughout 1938. Exports declined, particularly to the Unt 

import restri exchange regulations added 
to the difficulties of manufacturers. Many mills closed _ 
for an extended period at Easter, and _— was coh 
reduced scale for the greater part of year. woe heir 
Belgian mills were also working below capacity, Rear awe 
exports suffered from the reduced demand in the Unit sed 
and higher production costs. The year closed on a more p- : 
tone. Trade with America is expected to increase as Re 
of the tariff concessions on linen goods Be et the 
Anglo-American Trade Agreement, and of the trans ac snob 
linen manufacturing mills in the Sudeten area which eet 
ably now be fully occupied supplying the sae seas 
United Kingdom imports of flax and tow for the ¢ wren - 
to November totalled 51,506 tons, compared — aie 
the same period in 1937. Exports of linen man Nee 1937, 
47,660,000 sq. yards, against 77,596,000 sq. yards i ca fell 
and were £1,471,915 lower in value. Exports ora. 
by 60 per cent. Shipments of fine linens to China 
increase towards the end of the year. reports 
in the year prices advanced sharply Upora be less 
from the Baltic States and Poland that supplies wo os 
than earlier estimates; IV Slanetz advance £72 t0 
opening level of £78 to £85 in Livonian : 


£75, and Ralo tow No. 8 from £61 to £68 per ton. Trading 
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was dull in the summer, and despite large sales to Germany, 
Sweden and Finland, prices declined. From November to the 
end of the year prices rose steadily under the influence of large 
scale business in new crop Baltic flaxes and orders for yarn in 
Belfast and Scotland. Closing prices were:—IV group Slanetz 
£96, Livonian £80, and Ralo tow No. 8 £73 per ton. The year 
ended on a firm note with a shortage of supplies. 

The entire lack of offers of new crop Soviet flax is a serious 
matter, for the trade counts on a regular supply of this type. 
The quality of the 1938 flax crops in the Baltic States was 
reported to be superior to that of previous years. The Latvian 
crop was estimated at 21,900 tons against 23,000 tons in 1937, 
with an exportable surplus of 12,000 tons. In Estonia about 
6,000 tons were expected to be available. The acreage under 
flax in Ireland increased from 19,000 to 21,000 acres, 
but the yield is likely to be smaller. The Belgian crop was 
fairly satisfactory. In April the Government of Northern 
Ireland announced their decision to spend up to £150,000 over 
three years to stimulate flax production. 


Indian Hemp (Bombay).—The market has been quiet but 
steady throughout 1938. There was some improvement over 
the poor quality of the previous season, and all descriptions 
have been in moderate supply, despite the smaller crops. 
Towards the close of the season the finer qualities were practi- 
cally exhausted, and shippers ceased to offer. They have shown 

t resistance to price reductions. Prices for fine Itarsi, fine 
ewnee and fine Jubblepore at the highest point, during the 
autumn, were £19 10s., £16 10s., and £14 10s. ton, re- 
spectively. The market at the year-end was influenced by 
speculative activities on the new crop position. 


Jute.—In contrast to many other fibres, the price of jute 
maintained a fairly high level, the average for firsts being 
£18 12s. 6d. per ton, against £20 10s. in 1937 and £18 7s. 6d. 
in 1936. The Calcutta market was under the influence of 
unrestricted production, an obvious excess of raw material 
supplies and favourable reports of the new crop. Towards the 
end of this period the low point was recorded. An agreement 
was accepted by 98 per cent. of the mills which, under the 
threat of Government intervention, restricted working hours in 
Calcutta to 45 per week, but this failed to reduce stocks of 
manufactures. Damage by floods to the new crop reversed the 
price trend, and towards the year-end prices were steadier. 


Manila Hemp.—The year opened with spasmodic demand 
insufficient to support existing prices, and sharp falls were ex- 
perienced. Dull trading continued until March-April, when 
at a meeting called by the Fibre Inspection Service, planters 
resolved to curtail production to 1,100,000 bales per annum. 
In July the Philippine Government authorised the formation 
of the National Hemp Corporation, which, working with the 
National Warehousing Corporation, would hold surplus stocks 
of Manila off the market until K reached £25 per ton. Neither 
organisation has yet operated as supplies outside the Davao 
— have been curtailed naturally, and there is some 

rtage. 





ESTIMATED PRODUCTION OF HARD FIBRES 








| 1935 | 1936 | 1937 | 1938 

T Tons Tons 

Philippine manila ............css00.00 187,375 163,000 | 146,750 
Philippine maguey .............<.0000«+ 13, 15,500 5: 

Mexican EE -cabcohpapaieeeenenee 90,000 108,100 75,000 

Bast African sisal ........cc0c0s00se00 138,900 144,000 155,000 

West African sisal ............c0000000. 10,000 10,000 9,500 

Java and Sumatra sisal and cantala | 74,000 73,000 76,000 

Do. Abaca (manila) 5,000 7,000 7,000 

West Indien sisad oo... oo... eececsese 11,000 - =a 
Zealand hemp and tow ......... ’ ’ 

Mauritius ...,........ceccccccsrssssseseeee 600 500 250 

$34,025 | 519,175 | 543,500 | 494,420 








August proved the slowest trading iod, but the Sep- 
tember crisis brought in buyers. With political settlement 
ices eased, but since then a slow recovery has taken place. 
cept where short supplies hampered negotiations, the fine 
and medium grades followed the course set by the lower quali- 
ties. A dominant factor has been the marked expansion in the 
use of Davao hemp. American activity fell short of expecta- 
tions and imports were the lowest for many years. Japan also 
lost ground and took only half her 1936 tonnage. ; 
The statistical position is sounder than present prices sug- 
a Supplies at 1,174,000 bales compare with 1,314,000 
es for 1937. Stocks commenced at 157,000 bales, accumu- 
lated to 243,000 bales in October and were 184,000 bales at 
the end of the year. 


East African Sisal.— 1938 a been disappointing to 
producers, quotations resulting in unremunerative average 

ice of about £17 15s. per ton for No. 1. The lowest price 
was reached in September, at £15 15s. per ton, and until the 
end of December the market was featureless, and the year 
closed with a flat market, No. 1 being quoted at £16 15s. 
Estates are gen sold well ahead, and stocks are low in 
both Africa and Europe. There have been a number of 
measures aiming at closer co-operation between Africa and 
London, and matters concerning quality, grading, packing 
and the promotion and protection of the industry. 

Java and Sumatra Sisal.— Prices showed remarkab'e 
Stability throughout the year, and exports are not expected to 
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show much change from those of 1937. Quality is standardised 
and maintained at a high level. 


Mexican Henequen.—All official reports are withheld, and 
it is difficult to judge the situation. From unofficial sources it 
appears that receipts at Progreso coincide very closely with 
shipments, but to what extent stocks are accumulating inland 
is unknown. It is presumed that a good quantity is used locally. 


The next table shows British imports of flax, hemp and 


jute in 1936, 1937 and 1938:— 


BriTIsH IMPORTS OF FIBRES 














Quantity Value 
Country -pinaliiensiaiicklecntnidbeni 
1936 | 1937 | 1938 1936 | 1937 | 1938 
Flax :— Tons | Tons | Tons £ £ £ 
From :— 
British countries ...... 1,170) 1, 755| 74,779) 74,132; 53,217 
Soviet Union ............ 7, j 2,658) 516,017) 547,071} 190,720 
LORE cctiiderindsciacdicte 12,984) 6,892} 8,727| 717,144) 441,301) 535,513 
Belgie: | 6. ssevescrecsesees 17,548} 17,463) 19,612/1,661,320)1,844,194/2,018,467 
Other foreign countries 6,470} 6, q 391,994) 461,920) 564, 
FO ce vinscertesece 45,566} 39,426) 40,702/3,361,254/3,368,618) 3,361,981 
Flax tow or codilla :-— 
From— 
British countries ...... 260 735 7,396} 15,361} 24,949 
Soviet Union ............ 13,279 ; 3,353] 736,532} 598,953) 184,858 
BAIR: disc inteminscovivenion 3,312 3,025} 173,231} 145,955] 147,818 
Other foreign countries 3,431} 4,399] 9,752] 173,388] 237,092) 409,200 
PO iinceccenteieeiees 20,282} 16,684) 16,865,1,090,547| 997,361} 766,825 





Hemp, not further dressed 


after scutching or de- 











corticating :— 
From— 
British East Africa...... 30,693) 28,217) 25,185) 771,453) 750,989) 489,343 
Other British countries | 11,977} 16,190} 9,112| 215,580} 303,094; 158,193 
ENTER 295} 2,083} 1,520) 19,258] 133,844) 102,761 
Philippine Islands ...... 39,336] 43,308} 37,031} 991,250/1,427,122) 863,520 
Other foreign countries 8,697} 8,145) 7,122] 362,783) 337,175) 257,326 
Pa iaerccastesdaritia 90,998} 97,943] 79,970/2,360,324| 2,952,224) 1,871,143 
Hemp, further dressed, and 
hemp tow or codilla ...... 4,425} 4,610) 7,137) 120,668) 145,592) 150,454 
Jute, raw :— 
From— 
British India ............ 181,703} 192,473) 195,243/3,327,185|3,725,396|3,724,261 
Other British countries 1 did ous 15 066 éna 
Foreign countries ...... 26 106 402 576 1,571 4,330 
Pa iencicintienqwwive 181,730} 192,579) 195,645| 3,327,776) 3,726,967|3,728,591 





BANK OF 
NEW SOUTH WALES 


ESTABLISHED 1817 


The first bank in Australasia and the 
largest, the Bank of New South Wales 
offers a unique banking service to 
investors, traders and travellers. Over 
goo branches are maintained through- 
out Australia, New Zealand and the 
Pacific Islands. At the main London 
Office, 29 Threadneedle Street, the 
Intelligence Department is fully 
equipped to provide information on 
economic and financial conditions in 
these countries. The branch at 47, 
Berkeley Square, W.1 advises travellers 
and makes arrangements for them. 


AGGREGATE ASSETS, £127,064,000 


‘Incorporated in New South Wales with Limited Liability.) 
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Manufactures 


Iron and Steel 


Tue iron and steel industry suffered a sharp recession in the 
past year, in spite of the drastic curtailment of imports. The 
output of pig iron in 1938, at 6,764,000 tons, was 20 per 
cent. smaller than in 1937, while the production of steel 
ingots and castings also fell by 20 per cent. to 10,394,000 
tons. The fall in production, however, probably exaggerates 
the recession in consumption, for in 1937 heavy stocks were 
accumulated which were worked off in the past year. 

Despite the severe fall in demand, however, the official 
prices were maintained at boom levels throughout 1938. The 
Board of Trade index of iron and steel prices actually rose 
from 129.6 (1930 = 100) in 1937 to 139.1 in 1938. 

Further progress was made with reorganisation during the 
past year. The steel furnace capacity of the industry was 
increased from 14,281,000 tons per annum at the end of 
1937 to 14,483,000 tons per annum at the end of 1938. No 
less than two-thirds of the blast-furnace capacity existing in 
the summer of 1936 has now been replaced by modern plant, 
and the annual pig-iron producing capacity was increased 
from 9,151,000 tons to 10,124,000 tons during this period. 
The year 1958 also witnessed the completion of the first 
continuous sheet mill in this country at Ebbw Vale. 

Developments in the industry in recent years are sum- 
marised in the following tables: — 


British IRON AND STEEL INDUSTRY 












































Output Iron, Steel and enienieienn 
(Thousand Tons) Manufactures Price of nemployment 
thereof (Thousand Cleveland 
Year Tons) G.M.B. 
Pp Ree ee 
Pig Ingots per ton Pig 3 
. Steel 
anc > 
Iron Con ah Imports | Exports Iron 
i 
a % % 
1929 ... 7,589 9,636 2,822 4,380 70 6 12-1 19-8 
1931 ... 3,773 5,203 2,845 1,979 58 7 39°3 45-9 
1932 ... 3,573 5,257 1,594 1,887 58 6 43:3 47-8 
1933 ... 4,136 7,024 971 1,922 62 6 37-6 38-0 
1934 ... 5,979 8,860 1, 2,251 67 1 25-2 25-8 
1935 ... 6,425 9,589 1,152 2,372 67 8 21-0 21-8 
1936 ... 7,721 11,785 1,483 2,203 73 2 14-7 15-8 
| 
1937) 1938} 1937 | 1938 |1937 19381987 1998) 1937 | 198 195 — 1938 
Jan. 651} 761] 999 1,081| 83) 309) 215) 191} 81 0/109 O]12-8) 9 olnt-7 14-2 
Feb. 604} 693) 996) 1,058] 83) 230) 200) 157] 81 0/109 O}10-5!) 8-5/11-5)14-6 
Mar. 680) 715 1,110) 1,116} 94) 277} 232) 176) 81 O/109 O}11-S3)11-1)11-8)16-3 
April | 681) 661) 1,080; 939) 83] 62) 239) 168) 81 0/109 0:10 7/11-2)11-7/17°3 
May 696} 634) 1,047; 957) 98) 56! 228) 168) 81 0)109 O}1i-3 13-2}12-6)21-0 
June | 699} 542) 1,106) 776] 175] 61) 235] 151/101 0/109 0) 9-6/16-3/10-7|24-3 
July 729} 508) 1,059} 683) 202} 65] 232] 135/101 0/109 O! 8-6!16-7/11-9124-7 
Aug. 713) 443} 988} 659) 213) 51] 201] 135)101 O}109 0 9-0) 20-8 10-9)25-7 
Sept. | 727] 430) 1,163) 755) 226} 62) 194] 138/101 0/109 0) 8-3)22-4] 9-8|27-4 
Oct. 770) 469) 1,134) 854 zai 52} 207} 159/101 0/109 0) 8-6) 22-4} 9-7/20-9 
Nov, 762) 462) 1,178) 860) 273) 66] 198] 181/105 6)109 0) 8-3)21-6/10-4/23-8 
Dec. 784) 446) 1,104) 656) 288) 52) 197) 162)106 0)109 0] 8-9)21-5)11-0)24-5 
Year |8497|6764 rse4)10806 2033) 1341}2574|1918)93 73/109 0) 9-8/16-2/10-9)21-2 








An account of the year’s developments in the principal 
producing areas of the United Kingdom is given in the 
following extracts from The Iron and Coal Trades Review 
of January 20, 1939: — 


North of England.—The severity of the industrial 
depression was most pronounced on the North-East Coast, 
which is so largely dependent on export trade. In 1937 home 
demand prevented the fulfilment of export orders and manu- 
facturers were later unable to recover lost markets. Never has 
so little pig-iron been shipped from the Tees, and total clear- 
ances of all descriptions of iron and steel in 1938 were about 
153,000 tons less than in 1937. Towards the end of the year 
the decline was arrested. Stocks were reduced and imports 
rigidly controlled, and it was hoped that price cuts would 
release a considerable volume of new business. Both means 
of production and manufacturi Processes were improved 
during the year, but Cleveland’s supremacy in pig-iron 
an was challenged and eclipsed by the 

orthants area. The transition from. ty to slump was 
most marked in the hematite trade, the September 


uction was about 550,000 ton 
or 20 per cent. below that of 1937, but this district still 
retains its lead over other producing areas and re-armament 
work and the reductions in prices are expected to lead to an 


Scotland.—Trading showed a definite decline all round, 
eee en ee en ot Ge yet, iat apie 
usiness irregular and difficult to secure. The pig-iron trade 


was hampered by the British Iron and Steel Corporation’s over. 
estimation of the quantity of iron required, so that steelworks 
were unable to deal with the output and large stocks accumy. 
lated. The heavy steel trade was not affected until the end of 
April by the quieter business trend, as there were substantial 
arrears to be worked off. Stocks were extremely large, and the 
re-imposition of import duties in April did not produce normal 
conditions until the late autumn. The finished sections suffered 
further recession. The shipbuilding position was unsatisfac- 
tory, though naval and armament work was increasing. Despite 
the dullness in new business over the first half of the year, 
Scottish steel ingot production at 965,000 tons was higher 
than in the corresponding period in 1937. Total production 
during the year, however, was only 1,602,500 tons, com- 
pared with 1,884,800 in 1937. 


West Cumberland and Lancashire.—In West Cumber- 
land trade declined throughout the year, and at the end of 
1938 the number of furnaces blowing was only half that at 
the end of 1937. The lessened importance of export markets 
has deprived the area of some of its geographical advantage, 
for the bulk of its output must now be transported to other 
parts of this country. The district benefited from armament 
work, but there was some short-time working in both Work- 
ington and Barrow. Hematite production probably did not 
equal that of recent years. In Lancashire some branches of 
the foundry trade were busy throughout 1938, but this was 
not a general experience. Machine tools, heavy electrical and 
other speciality forms were well employed, but textile 
machinists, light casting makers and jobbing foundries were 
not, though some obtained armament work. Stocks of pig-iron 
at foundries were reduced towards the end of the year, but 
replacements were limited in the expectation of price reduc- 
tions. 


Sheffield and District.—Sheffield did not suffer to the 
degree experienced in some other industrial centres, but there 
was a bad depression in the middle of the year, though during 
the autumn industry was returning to where it stood in 
January. When the year opened pig iron producers were work- 
ing at high pressure, and little or nothing was going into stock, 
but by the end of March demand eased sharply and business 
was quiet and stocks accumulating until September. A few 
contracts to the end of the year were placed, but though 
stocks were obviously dwindling, forward business was ham- 
pered by the expectation of price reductions at the year- 
end. In the steel section activity was well maintained until 
May, after which conditions were slack unti] October, when 
production expanded and orders were more plentiful, though 


‘forward buying was suspended. In the iron and steel scrap 


trade the market became weak after the first quarter, and 
supplies remained well ahead of demand for the rest of the 
year. 


South Staffordshire.—At the beginning of 1938 the excel- 
lent conditions of the previous year were expected to continue, 
but the position changed suddenly before the end of January 
and deteriorated so much that by the middle of the year many 
steelworks were operating only to half capacity. The whole of 
the year was unsatisfactory, and although many consumers 
had reduced their stocks at the end, many users had sufficient 
supplies for a considerable period of 1939. In pig-iron the year 
did not open so briskly as in steel and bar iron, and the 
depression continued throughout 1938. Hematite, low-phos- 
phorus, forge and refined p’g-irons all suffered severe set- 
backs after the first quarter of the year, and many consumers 
will have a large carry-over into 1939 in spite of a slightly 
improved demand for re-armament work towards the year- 
end. The foundry coke market followed the tendency of pig- 
iron, but there was a considerable improvement in the fourth 
quarter, the collieries having obtained substantial export and 
domestic orders. The ition affecting sheets, small steel 
bars and strip was much the same as other classes, but there 
was a satisfactory demand throughout for steel supplies for 
colliery maintenance. In all sections the price reductions at the 


— of the year are expected to lead to an improvement in 
trade. 


South Wales.—The slackness in the tinplate and sheet 
industries affected steel production in South Wales and Mon- 
mouthshire. Output in 1938 totalled only 1,763,900 tons, com- 
pared with 2,632,000 in 1937. The tinplate works in the 
‘nool” operated at an average of 47 per cent. of ne, 
compared with 72.4 per cent. in 1937. The demand for gal 
vanised sheets was decreased by the decline in motor-caf 
production and in export requirements, which was not offset 

the improvement in other home demand. Prices were 
steady, only two changes being made. Conditions in the iron 
and steel scrap market were difficult; the smaller production 
of steel reduced the demand, imports made stocks alarmingly 
high in relation to production, and between April and Decent 
ber little new business was transacted. The outlook = 
sections of the steel industry is unencouraging. particulery 
as nroductive capacity has been 
at Ebbw Vale. 


The following table is compiled by the British Iron and 
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Stee! Federation and gives figures of output in the most 
important producing countries in recent years : — 
Wor.tpD PRODUCTION oF Pic IRON AND STEEL 
(In millions of tons) 
a aaa 
. 1938 
\. 1929 | 1933 | 1934 | 1935 | 1936 | 1937 | (partly 
if est.) 
i] 
eC Pe es 
1 ited Kingdom ...| 7°59 | 4-14] $-97 
d Germany vabraneitiin 13-19 | 5-19 | 10-41° 
SEED centadehdnienen 2-07 | 1-57]... 
. Franc®  ....seeereeeees 10-20 | 6-22] 6-06 
c Belgium ....00---+-+0 3-98 | 2-70) 2-91 
, Luxemburg.........-. 2-36 1-86 | 1-95 
: Total, Western Europe | 39-89 | 21-68 | 27-30 
Other European ¢ oun- 
¢ ‘ Ss sssapuelbids 9-14 | 9-71 | 13-56 
United States ...... 42-61 | 13-35 | 16-14 
Australia, Canada & 
eID Sch soscesnsli 3-02 | 1-67] 2-25 
‘ Other Countries .. 2-69 | 2-36 | 2-63 
' Waskd Get ~sctisiasice 97-35 | 48-43 | 61-38 "90-26 (102-05 | 79-46. 
; Stee! -— Rt 
, United Kingdom ... | 9-64 | 7-02] 8-85 
i caeeiaaes 15-99 | 7-49 | 13-65* 
gh ORIEN 2-17} 1-65]... 
FraMm@ oe eseseeeeeeees 9-55 | 6-43 | 6-08 
Belgium ...........++++ 4-04 2-70 2-90 
t Luxemburg............ 2-66 | 1-82] 1-90 
Total, Western Europe | 44-05 | 27-11 | 33-38 
Other European - 
| Sim Waiticlisebaoaeba 13-00 | 11-63 | 15-24 
United States ...... 56-43 | 23-23 | 26-06 
Australia, Canada & 
Do 2-40 | 1-48] 2-06 
. Other Countries 2-49 | 2-29! 3-90 
World total ............ 118-37 | 66-76 | 80-64 | 97-86 





® Includes the Saar and Austria. + Includes S. Africa. 


In all cases production fell below the level of 1937, the world 
total being 20 per cent. smaller, and in many cases output 
was less than in 1936. 

The final table, taken from The Iron and Coal Trades 
Review, shows the reductions in British prices between the 
beginning of 1938 and 1939. 


IRON AND STEEL PRICES 




















; Jan. 16, | Jan. 14, | Jan. 13, Jan. 12, 
Class of Material 1936 1937 1938 1939 

Tron ore— £ s.d. £ s. al £ s. d. é s. d. 
Rubio, Middlesbrough ............ © 18 0 | Nominal | Nominal | Nominal 
— West Coast (at mines) 014 0/017 i} § 5 OF} 140 
No. 3 foundry, Cleveland ......... 310 0};41 0 § 9 0 419 0 
No. 3 foundry, Scotch ............ 3140,;4 8 0 § 18 0 5 5 6 

Hematite, mixed Nus.,West Coast 
delivered Sheffield .............. 4460/5 3 6 618 6 6 60 
Hematite, nixed Nos., East Coast 310 6/5 3 0; 618 0}; 6 0 0 

Finished iron and steel — 
Marked bars, S. Staffs ............ 12 0 0113 0 011515 0/15 5 O 
Crown bars, S. Staffs ..............+ 912 6/1010 13 5 0;12 5 0 
I ais the k sda cutae 8 7618 7 6; 10 2 6 910 0 
Galvanised sheets (export) ...... 1115 0/1415 0] 1715 0] 1515 0 
Steel anzles, Middlesbrough ...... 8 76:9 3 O}] 11 O 6/10 8 O 
Steel angles, Glasgow ............. 8 76;9 3 O}| 11 0 6/10 8 O 
Ship plates, Middlesbrough ...... 815 0/911 9} 11 9 3} 1010 6 
Ship plates, Glasgow ....... . 815 0}910 6] 11 0 0; 1010 6 
Boiler plates, Glasgow ............ 9 $5 0116 0 6) 12 2 6) 11 8 O 
Tinplates, 1.C. cokes, f.o.b. ...... 018 9)}1 0 0 13 0 103 
e a 
Engineering 


AcTIvity in the engineering industry remained at a fairly 
high level for the greater part of the year. For the first seven 
months exports of machinery were consistently larger than 
in the corresponding month of 1937 and although there was 
a decline in the latter half of the year total exports for the 
twelve months were greater than in 1937. The number of 
insured persons unemployed in general and electrical en- 
gineering last year was higher than in 1937, but in marine 
engineering employment showed a slight improvement, chiefly 
due to re-armament work. The Board of Trade index of pro- 
duction for the engineering and shipbuilding industry rose 
from 134.9 (1930 = 100) in the third quarter of 1937 to 
135.3 in the fourth quarter, but since then has declined 
gradually and in the third quarter of 1938 was 122.4. During 

, 1938, however, there were signs of improvement 


in general and electrical engineering, though activity in 


marine engineering continued to decline. 

The following is a summary of the description of develop- 
ments in the industry from the Annual Trade Review of the 
Chamber of Commerce Fournal : — 


The year 1938 was one of crisis, change and uncertainty, 
but also of steady progress, with employment good and without 
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any serious trade disputes. The trade agreements between 
this country and Eire and the United States were mutually 
beneficial and the Palace of Engineering at the Glasgow Exhibi- 
tion attracted a large number of visitors, but it is difficult to 
estimate the value of orders directly attributable to the exhibi- 
tion. During the year a new institution—the Institution of 
British Agricultural Engineers—held its first meeting. f 


British ENGINEERING INDUSTRY 


% % % 
97 4-5 10-4 
27-7 14-7 44-7 
29-1 16-4 53-6 
25-2 15-3 46-6 
16-0 86 31-9 
12-7 6-5 25-3 
8-5 43 14-4 
i } 
933 1937 | 1938 1937 | 1938 
i 
6-2 3-6 | 4-3 10-6 | 8-1 
6-5 | 3-6) 46) 10:5] 8-1 
67} 3:4) 4:8/| 10-1] 7-9 
68) 3:2) 51) 99] 7:8 
7-1} 31] S53] 9-0] 8-2 
80} 30) S55} O11] 8&1 
73| 26] 49] 7:7] 7-6 
7-7) 28) S52] 84) 75 
81] 27) S52] B84] 8-4 
8-1] 30] 52] B1] 88 
82] St} S3] B83] 91 
79} $3) 49] 8-0] 94 
74) 3-1 5-0} 9-0] 8-25 





The reports from most mechanical engineering works were 
generally satisfactory. Re-armament work helped to keep firms 
busy, particularly as the Government endeavoured to place its 
orders in depressed areas, thus reducing the burden of over- 
head charges and so putting firms in a more favourable position 
for competing for standard work. Some useful export orders 
were booked during the year, particularly in the Dominions. A 
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number of important extensions was made to engineering 
works and some of the shops of the North British Locomotive 
Company, which have been closed since 1923 owing to lack 
of orders, were reo . " i 

The wbeme of coat electric work remained substantial, with 
considerable developments in power stations, but the demand 
for lighter products was not so great, and there was a slump 
in the wireless trade, largely owing to previous over-production 
and the excess capacity of the industry. The increasing use of 
individual motors for driving machine tools kept the motor 
builders busy. The electrification of railways continued, and 
a good deal of work is still on hand. The extension and erec- 
tion of aircraft factories continued, and the work of aeroplane 
construction has reached the stage of mass production. 

It may be claimed that 1938 was an interesting year, and 
that the engineering industry performed its part well in spite 
of all the complications of the international situation. 


Shipping and Shipbuilding 


THE past year has not been a satisfactory one for the British 
merchant shipping and shipbuilding industries. Both in- 
dustries suffered (a) from the decline in international trade, 
and (6) from the intense competition of other countries. 
As a result, the share of the world's sea-borne traffic carried 
in British ships and the proportion of the world’s new orders 
for merchant ships secured by this country showed a further 
decline. In 1938 the United Kingdom owned only 29 per 
cent. of the world’s steam and motor tonnage (excluding 
Empire and American lake vessels), against 33 per cent. in 
1929, while its share of the total mercantile tonnage com- 
menced last year had fallen to 20 per cent., compared with 
55 per cent. in 1929. 

The position of the two industries has become so serious 
that they have asked the Government to come to their assist- 
ance. The shipping industry set up a Fact-Finding Com- 
mittee to analyse the causes of the decline. The Deep Sea 
Tramp Fact-Finding Committee pointed out in its report 
that foreign tramp shipping has the advantage over the 
British industry by reason of :— 

(@) The lower capital cost of ships, which cannot be 
ascribed solely to State aid; 


(6) lower running costs—wages, manning, insurance 
and in some cases accommodation; 


(c) lower cost and speedier execution of repairs; 
(d) Government subsidies, indirect ai 
suai a sidies, aids, preferences, 


Shipbuilders, in turn, point out that theirs is only an 
assembly industry, and that the rise in construction costs 
is due to higher prices of materials and wages over which 
they have no control. Re-armament, in their view, has con- 
Teele eo 

principal changes in shipping and shipbuilding last 
yaa cin Shusunted he aur cae an tae aes ae 
shows the changes in the shipping tonnage employed in 
Britain’s overseas trade, the course of freight rates and of the 
—— of insured persons unemployed in shipping and 


BritisH SHIPPING 
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autumn, continued until December. As the fall in freight 
rates was not accompanied by a corresponding reduction in 
costs, the income of many shipowners was insufficient to 
maintain the efficiency of their fleets by replacing old vessels 
with modern tonnage. The tonnage employed in Britain’; 
overseas trade and unemployment in the shipping services 
showed a comparatively small reduction and increase respec- 
tively. 

As the next table shows, the volume of shipping laid-up 
in the British Isles tended to increase with the reduction jn 
world trade. The volume of idle shipping at the end of 
last year, however, was still appreciably smaller than during 
the depression. 


TonnaGE Larip UP IN THE UNITED KINGpoM 


tons net) 
Average, 

Laid up on :— 1927-30 1935 1936 1937 1938 1939 
JOEY B since oe ccosecivsocess 355 878 436 212 175 452 
BEE  csscnnctnstrntiecinns 433 706 474 90 339 bo 
TEE ©: decuncecseciivengnevaevipse 554 586 502 61 332 
CDatetoer 2 ccivcccececnedevesees 460 512 403 99 456 


The following analysis of the tonnage of shipping entered 
and cleared at United Kingdom ports shows that while the 
total turnover has slightly fallen in the past year, the propor- 
tion of British ships has not declined :— 


ENTRANCES AND CLEARANCES 


Monthly Average 

Tons net entered (in thousands) :— 1934 1935 1936 1937 = 1938 
British — .......0cesssessrssvsrserssensesoees 3,011 3,009 3,171 3,274 3,242 
TRIO, . Saaidsensvinbeneitnsoctabotblncncss 2,212 2,293 2,447 2,594 2,455 
RUMI cnchantonndnvadacansesetonsese 5,223 5,302 5,618 5,868 5,697 
PGI {- ddeesdcchebesersnecti 57-6 6-7 66-5 55:8 56-9 

Tons net cleared (in thousands) :— 
pransebeduesoyneaurysoutaneoeoennton 2,816 2,859 2,859 2,999 2,876 
PRATEA  Shocidsic den ceciccnccbcoctabecstcencss 1,858 1,918 1,876 2,117 2,031 
MONE icc cscenatonestnsanoenepee 4,674 4,777 4,735 5,116 4,907 
Percentage British  ..........s.ssss0000s 60-2 59:9 «60-4585 58S 


As a result of the decline in the demand for shipping ton- 
nage and intense foreign competition, the shipbuilding in- 
dustry suffered a serious setback which is revealed by the 
table below, showing the tonnage commenced, launched and 
under construction, as well as changes in the price of a cargo 
Steamer built to plain specifications, and in the proportion 
of the insured persons unemployed in shipbuilding and 
ship repairing : — 


British SHIPBUILDING 








Output (Mercantile only) 
ion, Seas Tons een 
Year a ¥ | Unempley 
7,500 T ment 
Commenced Under Launch 
Construction anched Steamer? 
t él % 
1913... 1,868 2,002 1,932 ese oe 
1929 ... 1,648 1,560 1,523 60-0 24°2 
1931... 200 401 39-4 55°5 
1932 ... 72 188 32-0 61:7 
1933... 242 332 133 34-5 59-3 
1934... 520 460 49-2 49°1 
1935S... 743 499 52-0 42-5 
1936... 1,081 964 854 69-0 31-2 





Jan.... 26-4 | 21°3 
Feb.... 26-1 | 21-1 
Mar.... 26-0 | 20°0 
Apr... 24-7 | 20-5 
May... 26-0 | 19°9 
June... 24-4 | 20°3 
July... 22-4 | 20-9 
Aug.... 22-0 | 20-3 
Sept. .. 22-0 | 21:2 
Oct. .. 21-1 | 22-7 
Nov.... 21-3 | 22-4 
Dec.... 22-9 | 22:5 
Year 


t At end of year. 


¢ According to ‘* Fairplay.” fl Average. 


The recession was not yet reflected in the tonnage 
launched (which actually showed an increase between 1937 
and 1938) owing to the long time-lag between the placing 
of orders and the launching of vessels. On the other hand, 


abroad. At oes end of 1938, when the tonnage under om 
struction in this country for foreign owners was V 
£3,500,000, shipbuilders abroad were building vessels for 
British owners valued at £6,500,000. 
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The proportion of insured persons unemployed in shi 
vital om actually slightly smaller in 1938 than in 1937. 
This improvement was due to the increase in naval work; but 
it is doubtful whether increased naval work will be sufficient 
this year to offset the prospective reduction in mercantile 
construction. 

The next table shows the merchant tonnage launched at 
nome and abroad. Britain’s proportion of the total remained 
unchanged at 34 per cent. last year, but, as only one-fifth of 


MERCANTILE SHIPPING LAUNCHED 
(Thous. gross tons) 


Output as Percen 
Tons launched British of 19813 
Period [| Per |-————_———————___—__ 
U.K. | Atzoaa | World | °8*8¢ | British | Forin World 
sii 
aoe a 1,522 967 489 61 100 100 100 
1922-25 1,050 | 1,087 | 2,137 49 69 112 86 
1926-29 1,208 | 1,155 | 2,363 51 79 119 95 
SERA enclnnes 460 507 967 48 30 52 39 
1935 .. 499 803 | 1,302 38 33 83 52 
1936... 856 | 1,262 | 2,118 40 56 130 85 
SE ccnnciiain 921 | 1,770 | 2,691 34 61 183 108 
li 1,030 | 2,004 | 3,034 34 67 203 120 





the new orders placed last year was secured by British ship- 
builders, the proportion must be expected to decline this 
year. 
MERCANTILE TONNAGE LAUNCHED ABROAD 
(Thous. gross tons) 
1929 1934 1935 1936 1937 1938 


Denmark  .....0cssseeees ill 62 122 98 131 158 
PROMO ccncccsccneccessee 82 16 43 39 27 47 
Germany ..reseserseeees 249 74 226 380 436 481 
Holland .......sssessseeee 187 47 57 94 183 240 
Italy..cccccccsed fonecadencone 71 27 23 ll 22 94 

RROD. ccoesedecccscnsongsin 164 152 146 295 451 442 

OTT  cescveccoseccevess 107 50 106 154 161 166 
US.A. (coast) ......... 101 25 33 101 196 163 


The foregoing table gives details of the tonnage launched 
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in other countries, while the last table shows the volume of 
shipping under construction in the principal countries at the 
end of recent years. 

MERCANTILE TONNAGE UNDER CONSTRUCTION 


(Thous. gross tons) 
End Year 1929 1934 1935 1936 1937 1938 
964 


United Kingdom ............... 1,560 597 743 1,125 780 
COMED © Sissiccdiiviistibcccis 253 140 254 408 369 356 
i icininiiscohishaains 78 37 26 34 107 161 
PE. cécusecdnecsstduaniidickanss 167 121 56 67 69 90 
NINE Sed, Liege 232 48 104 151 289 247 
BGIIIIE::; scosnacncasdtinanibiaitnie 105 79 61 76 100 122 
pS aR EAA 184 105 119 203 305 310 
SUITE’. iidevescdsiveegoticvinsbidacaae 98 60 95 124 129 147 
Wiese Guhinds osccdbsnwerstasaubisane 179 20 33 110 204 299 
WH RUN cvcccccncstdnonbncess 3,111 1,252 1,543 2,252 2,900 1,889 


The tonnage. under construction at the end of last year in 
the world was smaller than at the end of 1937. But the 
volume of work in hand in Italy, France, Denmark, Japan, 
Sweden and the United States showed an increase. 


Motors 


THE demand for motor cars is very sensitive to changes in 
general business activity or to expected changes in incomes. 
Many individuals respond to an expectation, or even the 
possibility, of a fall in their incomes by putting off the 
intended replacement of their cars. It is not surprising, there- 
fore, that sales of motor cars showed a decline in the past 
year, nor that they fell below the levels of the two preceding 


ears. 

The fall in output last year, however, was comparatively 
moderate. The number of private cars and taxis produced in 
the motor year ended September, 1938, was 12 per cent. 
smaller than in the preceding year. But while imports were 
sharply reduced, sales abroad were fairly well maintained 
and were only slightly below those of the preceding year. 
Despite the reduction, however, output last year still exceeded 
the replacement demand, for, as the table overleaf shows, the 
number of cars in use showed a further increase between 
September, 1937, and the corresponding month last year. 








FIRE : MOTOR 
ACCIDENT 
MARINE : LIFE 


TOTAL FUNDS 
EXCEED 


£20,500,000 


THE EMPLOYERS’ 
unity ASSURANCE corounon 


and Associated Companies 
Hamilton House, Victoria Embankment, London, E.C.4 


SECURITY 





NSURANCE / 
\, COMPANY /;, 


Vif 


CLASSES 
OF 
INSURANCE! 


Head Offices 
NORTH JOHN ST., LIVERPOOL - LONDON: LOMBARD STREET 
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‘Towards the end of the year, however, demand showed an 
improvement; in November, for example, new registrations 
of private cars exceeded the figure for the corresponding 
month a year earlier. The trend of the production, imports 
and exports of private cars is shown in the table below : — 


Unitep KincpoM—PrivaTE CaRS AND TAXIS 








(Number) 
. Total in use* 
seoumnee 30 | Production | Imports | Exports (September) 
ee ne Ine 

iindihiidipninmvanet 169,669 9,751 23,209 1,056,214 
1931 jnintpstmnndoiniin 158,997 2,118 18,992 1,083,457 
SEL acuhsitbecninenand 171,244 2,762 31,797 1,127,681 
SE seuhiscnncnndiunnite 220,779 3,619 41,028 1,203,245 
EL oi inidinienhiivetibh 866 10,851 43,907 1,308,425 
DUE. crasvemnsbiousses 311,544 13,563 54,260 1,477,378 
SEE -cxninsespeemtupet 353,838 12,650 64,787 1,642,850 
Pa 389,633 18,840 77,901 1,798,105 
a 342,390 12,809 75,648 1,944,394 





* Cars taxed on h.p. 


In view of the recession in general business activity, a fall 
in the output of commercial vehicles was to be expected. 
The extent of the fall in production, imports and exports is 
revealed in the next table: — 


Unitep KincpoM—COMMERCIAL VEHICLES 





(Number) 
sineersenitastianamsceiiigtatimaaiamasaeiingaatiaatasttlasiaesiestaaiiiitiatinanatnatiatpaainiiaaiantanninineititititintniate 

Year to . Total in use 
September 30 Production | Imports | Exports | \September) 

66,859 1,527 6,545 448,004 

67,310 1,490 5,320 446,360 

61,475 310 8,381 453,313 

65,508 400 10,664 470,776 

85,633 1,637 13,742 496,575 

92,176 1,838 3, 518,261 

107,609 2,700 16,926 543,067 

118,116 4,183 20,702 562.272 

105,171 2,721 15,835 580,143 





The number of commercial vehicles produced in the past 
motor year was 11 per cent. smaller than in the preceding 
year. The percentage reduction was thus almost the same as 
in the case of private cars. As in the case of the latter, the 
output of commercial vehicles in the year ended September, 
1938, was lower than in either of the two preceding years. 
Both imports and exports fell sharply, but the number of 
commercial vehicles in use showed a further increase. 


Building 


AFTER an unprecedented expansion in dwelling-house and 
commercial building, the volume of construction turned 





British BuItpInG INDUSTRY 





Value of Plans Approved by 
146 Local Authorities in 





Great Britain Percentage 
(£000) of Insured} Index of | Index of 
Persons | Building | Building 
3 Unem- Costs* Activityt 
Dwelling-! Other | Total | P 
Houses 1935 = ee = 100 
crvivusiheigeeibertiposonsieraneigtagesihge disenahiehaalaeneninticaaesesiis aint naectiatinad canines 
ee 40,124 27,311 67,435 12-4 106-1 54} 
_., ee 44,260 28,834 73,094 13-3 102-9 
on 46,764 27,841 74,605 16-4 102-9 654 
BOGE ccctccins 40,492 22,518 63,010 22-5 101-5 62 
BOND pechesses 46, 19,366 66,254 29-2 96-9 57 
BERS caches 62,308 21,373 83,681 24-6 93-6 734 
SRDS iccdscsce 69, 25,975 95,563 18-7 93°3 88 
ee: 78,145 35,573 113,730 16-8 100-0 100 
ne 75,061 41,963 117,024 14-9 103-8 107 
1937 ......... 67,636 43,285 110,921 13-8 110-3 99 
1937 :-— aoe 
anuary ... 4 3,996 8,472 17-9 108-4 102 
ebruary 5,300 5,399 10,699 16-4 108-5 102} 
ch... 5,945 3,953 9,898 16-3 112-5 99 
April ...... 7,036 3,941 10,977 11-9 110-4 102 
Povuicennd 5,788 3,406 9,194 11-5 109-3 100 
BRD cccves 5,757 3,762 9,519 10-6 109-7 99 
WE sechea 6,208 3,713 9,921 11-2 112-0 96 
August 3,624 2,223 5,847 11-1 111-5 95 
September 5,642 3,642 9,284 11-3 111-0 95 
October 5,538 3,160 8,698 12-2 110-3 96 
November 5,285 3,024 8,309 14-1 110-0 95 
7,037 3,066 10,103 21:1 109-6 964 
1938 :— nn 
anuary ... y 3,279 8,761 19-5 109-6 
ebruary 4,840 3,103 7,943 17-3 10-6 o3 
March ae 5,359 3,324 8,683 14-2 llu-8 92 
a pomneu 5,337 3,022 8,359 12-7 110-9 9u 
decken 6,182 3,023 9,204 12-2 110-5 90 
une ...... 5, 3,081 8,860 12-6 109-7 904 
GE Gaston 5, 4,060 9,616 13-1 110-1 90 
August 4,071 2,375 6,446 12-4 ilv-0 90} 
4, 2,533 7,041 13-7 110-2 88 
4,685 3,683 8,368 16-0 110-5 88 
November 4,004 3,082 7,086 17-3 110-6 87 
December 4,200 3,031 7,231 18-6 1lu-2 85} 


Sees SSSA 
* The method of compilation of this Index and its limitations are explained in 
Notes in The Economist of November 11, 1933, and September 

1 Corrected for seasonal See Method pales cnet 
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downwards in the past year. But if the year 1938 marked a 
turning point in constructional activity, the volume of work 
carried out was only slightly, if at all, lower than in 1937 
In June, 1938, employment in building and public works 
contracting was still slightly higher than in the correspond- 
ing month of 1937. Moreover, the extent of the decline in 
constructional activity as a whole during the latter part of 
the year has been slight. Indeed, the absence of a more 
marked recession in general business activity last year was 
due, in no small measure, to the continuance of a high level 
of construction. 


Building costs showed little change in the past year. As the 
index given in the accompanying table shows, they remained 
about 10 per cent. above the 1935 level. 

The remarkable stability of the constructional trades last 
year was due, in part, to the increase in expenditure for 
defence, which has almost offset the reduction in civil con- 
struction. The figures of building plans passed and the index 
of building activity (based on the former series), given in the 
accompanying table, do not include direct Government con- 
tracts. Moreover, these statistics relate to future, rather than 
to past, activity; they therefore tend to exaggerate the extent 
of the downward movement in total constructional activity 
in the second part of last year. 

But the marked reduction in the value of plans passed for 
dwelling-houses and other forms of building in 1938 por- 
tends a further fall in private construction in the current 
year, which is likely to be accentuated by the continued 
absence of war risk insurance facilities, a factor which has 


already tended to impair the attractiveness of property as an 
outlet for savings. 


Chemicals 


A SUMMARY of an account of the British chemical trade in 
1938, prepared for the Annual Trade Review of the Chamber 
of Commerce Fournal by Mr J. L. Rosenbaum, MSc. 
M.1.Chem.E., is given below: — 


International tension and ever-mounting barriers to inter- 
national trade influenced the chemical and allied group of 
industries, but the wide range of consuming markets helped to 
reduce the severity of the incidence of the adverse factors, and 
while trade as a whole was below the 1937 level it was still 
better than in 1936. Statistical data for the year are not yet 
available. Sulphuric acid output is sti!l one of the most reliable 
indications of the trade trend, and the make of 100 per cent. 
acid fell from 564,000 tons in January-June, 1937, to 514,000 
tons in the same period of 1938. During the first three quarters 
of 1938 the quantity of duty-free alcohol released by the 
Commissioners of Customs and Excise for industrial use 
amounted to 17.6 million proof gallons compared with 19.0 
millions in 1937. er 

Home consumption of chemicals and related materials in 
1938 was probably about the same as in 1937, increased re- 
armament work having compensated for the reduced demand in 
other trades. The values of both imports and exports were 
slightly below the 1937 levels, but were higher than those of 
1936. Just over 50 per cent. of our exports went to Empire 
markets last year. ; 

A number of noteworthy new plants were put into opera- 
tion during the year, and although no maior addition was 
made to British chemical products, steady progress was made 
in filling the gaps in materials which are essential if this country 
is to be free from the necessity of imports. The utilisation of 


Wor.tp Propuction AND CONSUMPTION OF PuRE NITROGEN 
(Year ended June 30th. In Metric Tons) 


| 1933-34 | 1904-35 | 1935-36 1996-37 | 1937-38 





PropuctTiIon 
Sulphate of ammonia :— 


tes) 
*Including nitrogen used for industrial purposes (except Chilean nitra 
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petroleum gases for the manufacture of chemicals also con- 
tinued to make headway. 

Prices were fairly stable during the year. Metal salts fluc- 
tuated somewhat with metals, and fine chemicals had an un- 
eventful year, but there was a continuous recession in prices 
of certain tar products. It is thought that consumers’ stocks 
cannot now be large, and bulk orders would probably cause 
prices to . During the last quarter of 1938 the tone 
in the chemical markets was distinctly brighter, and, apart 
from outside influences, the trade should be able to look 
forward to a period of progress during 1939. 

World production and consumption of fertilisers, 
estimated by the British Sulphate of Ammonia Federation, is 
shown in the accompanying table. 

Both production and consumption continued the steady 
increase of recent years, and 1937-38 was a record year for 
the output of most of the products shown in the table. The 
most marked increases in output of manufactured nitrogen 
were in Germany and Japan, as in the previous year, but 
there was a decrease in the United States between 1937 and 
1938 following an increase between 1936 and 1937. 


Cotton Textiles 


TuE following table gives particulars of mill consumption of 
raw cotton and has been compiled from the publications of 
the International Federation of Master Cotton Spinners’ 
and Manufacturers’ Association. Total demand was sub- 
stantially lower than in the previous season, but Continental 
countries consumed more than in 1936-37 :— 


WorLD CONSUMPTION OF Raw CorTToNn. 
(Thous. running bales, excluding linters) 


Other 8 
Season ended United United Other 

July 31 Kingdom ee States Asia Countries World 
GRID. chavobsnstizens 2,800 8,112 7,023 6,720 1,217 25,872 
SE coenvisestiincks 2,248 6,675 6,110 8,136 1,184 24,353 
DEE. nsnahnasdbadadh 2,470 7,472 5,669 8,149 1,351 25,111 
 . newwisivent vase 2,507 7,322+ §,337 9,139 1,496 25,801F 
TN dikienssscokcnnd 2,773 7,614% 6,339 9,003 1,682 27 371% 
WUE: Kddeigsosdieind 2,851 7,513* 7,938 9,512 1,908 29,723* 
GU discecaconcdine 2,500 7,842 5,750 8,032 1,967 26,093 





t No returns from Germany. ¢ No returns from Germany or Italy. 
* No Returns from Italy. 


The statistics of the British cotton trade reflect the 
deterioration which took place last year. Both imports of raw 
cotton and exports of yarn and piece-goods declined, prices 
and average earnings were lower and the average proportion 
of insured workers unemployed rose from 11.5 per cent. in 
1937 to 26.3 per cent. in 1938. 


BritisH Cotton TRADE STATISTICS 
Prices— 


Net Exports 








neg te Unem- 
Imports Middling . | Average 
Vous of S American Ploy: Earnings 
Cotton Yarn | Piece goods} (Spot) 
Million | Million | Million Sq. | Per Lb. % Per Week 
Lb. Lb. Yds. d. s. d. 
COED ccacecscdcacas 1,917 210-1 *7,057-3 7°27 1-73 20 5 
SOND is cisdedecstns 1,462 166-6 3,671-6 10°33 13-2 a34 6} 
WE sausssweabinins 1,048 133-5 1,716-3 5-08 38°4 32 2 
1932 1,204 141-6 2,198 -0 5-25 | 28:7 | 32 d 
1,348 135-1 2,031-2 5-54 24-2 31 4 
1,200 130-0 2,067-0 6-02 22-7 31 
COD -snkiiniinaened 1,195 141:8 1,949°1 6:70 20-9 32 2 
BOP ivhcwvcksoiires 1,515 150-9 1,917-0 6 69 15-5 33 0} 








Mn. | Mn. | Per | Per 


Mn. | Mn. 





Ib. | Ib. | Ib. | Ib. $4. sq. | Ib. |b. 1%] %) sd] 84 
yds.} yds.| d. | d. 

jen. 158} 147] 13-8] 10-8} 161] | 138/7-18]4-94)11-4|20-1|34 8 |35 1 
eb... 116} 137} 12-6] 10-0} 160} 117|7+30}5-08|10-8/23-3)35 1 |35 1 

Mar, 121} 122] 15-3] 13-1} 179] 129|7-87|5-07/10-5/24-0/35 3 {35 
Apr. 118] 107] 14:8] 10-1] 165] 115]7-60}4-87|10-3/25-0|36 3 |35 6 
Fes 121] 71) 14-1] 8-4] 162] 110/7-31}4-65|11-0/29-8)35 113/34 St 

une, . 106] 64] 14:3] 8-4] 155]  96/7-06}4-6z|10-1/34-7/36 5 {33 
uly... 7 98] 13:4] 9-3] 177] 113/6-68]5-01]10-4)28-8/36 33)/34 10 
Aug... 58} 90] 13-6] 9-0] 162] 108/5-89}4-80/10-9/30-3/36 13/34 3} 
Sept. 97} 91] 11-9] 10-7} 157] 117|5-36)4-79)12-6|31-7|36 43|34 3 
Oct... 164} 84] 13-0] 11-5) 154] 116)4-84/5-16/10-5/24-0|36 4 |35 2 
Nov... 21 84] 11-4] 11-9] 151] 120/4-63/5-13]13-1/22-5]36 1 [35 4} 
Dec... . 202} 94) 11-0] 9-6] 141] 108/4-78)5-11/15-8/21-2|35 63/35 4 
Total | 1,599] 1,195]159- 1]122-9} 1,922] 1,386/6-38]4-94/11-5/26-3|35 9})34 10} 

linear yards at end of year. a End of year. 


* Million 
} Trade Union figure : other figures are Unemployment Insurance returns. 


All prices were below the levels ruling in 1937, and were 
lower at the end of the year than the beginning, with the 
exception of Middling American, which improved in the last 
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quarter owing to the large quantities of raw cotton held off 
the market by the American Government. 





. . 39-in, 
Cotton American E tian ratte 
Year en Midkibng F.G. Fair Yarn arn aan 
July 3ist ican | Sakellaridis | 32°s Twist, | 60's Twist, | “7g ts” 
Egyptian Per lb. Per ib. 84 ibs. 
d. d. d. d. s. 4. 
Nisin ihn 4-81 6-78 8-51 14-58 9 6 
Se 5-62 7:79 9-26 15-01 9 5 
see 6-02 8-05 9-84 16-46 9 6} 
MU cchiiecnemaes 6-92 8-44 10-29 16-06 9 6} 
ute 6-50 9-20 10-34 16-08 9 2} 
UE ice ota 7:12 10:81 12-58 18-61 10 2 
I vntinsagiin 4-98 8-73 10-72 17-59 9 6 
: 
Month | 1937 | 1938 | 1997/ 1998 1997 | 1938| 1937| 1935 1937 | 1938 
d, aj@ijafta}latatdalaisalsa 
January 7-18 | 4:94 }10-29] 8-41]11-90]11-25/17-40]17-75]10 0] 9 7 
February 7°30 | 5:08 |10-°00) 8-39)12-53/10-63/17-88)17-75)10 319 
March ...... 7-87 | 5-07 |11-76| 8-3//13-66/10-31/19-75|17-15]10 73] 9 
Aah stein - 7-60 | 4°87 |12-05] 8-02]14-20/1Q-1z|20-38]17-50]}10 8))9 4 
MP cxsecs 7:31 | 4-65 {11-30] 7-59/14-09| 9765]19-85]17-25/10 54] 9 1 
Sal sccates 7-06 | 4°62 |10°54| 7°47|13-56] 9-29/19-56]17-13]10 6 | 81 
Be ade 6-68 | 5-01 | 9-72] 7-92]13-10] 9-50]19-44]17-50]10 5 | 8 11 
August ...... 5-89 | 4-80 | 9-22] 7-77|12-22] 9-38]18-40]17-25]/10 2] 8 93 
September.... | 5°36 | 4:79 | 8°78] 7-96]11-72] 9-25]17-94]17-25]/10 0] 8 8 
October...... 4°84 | 5-16 | 8-29] 8-10/11-03| 9-38]17-70]17-50] 9 818 9 
November.... | 4°63 | 5-13 | 8-19] 8-28|11-44] 9-13]17-50]17-751 9 8] 8 9 
December .... | 4°78 | 5:11 | 8-10] 7-63)11-48] 8-88]17-50|17-2519 7] 8 7 


The following account of developments in the spinning 
and manufacturing branches during the year is summarised 
from Mr F. W. Tattersall’s Cotton Trade Review of Decem- 
ber 31, 1938:— 


Throughout the year spinners experienced severe depression. 
Orders were placed sparingly and there was difficulty in ob- 
taining delivery instructions against old contracts. Production 
was curtailed, the average output being about 60 per cent. of 
capacity. As a result, the price-fixing schemes were severely 
tested and many had to be revised and some abandoned. Prices 
of American yarns, apart from those fixed by agreement, gradu- 
ally weakened. In the Egyptian branch conditions were irregu- 
lar. Sometimes orders were plentiful, but later in the year it 
was dfficult to obtain delivery instructions against contracts. 
Exports of all kinds totalled only 122,932,800 Ib. in 1938, 
compared with 159,028,800 Ib. in 1937. 

There was a serious contraction in exports of piece-goods 
total shipments being only 1,385.5 million square yards com- 
pared with 1,921.3 millions in 1937. There was a further de- 
cline in trade with India, and the war in China seriously 
affected trade with the Far East. Compared with exports, the 
home trade section was relatively active, and though orders 
were irregular, clearances were fairly encourag'ng. From time 
to time substantial Government contracts were arranged in 
connection with the defence programme. Owing to the restricted 
trade, manufacturers found it difficult to keep looms running, 
and cloth output in 1938 was little more than 50 per cent. of 
full capacity. The second annual report of the Spindles Board 
estimated that redundant spindles amounted to 14 millions in 
September, 1938. Proposals for their elimination, price-fixing 
schemes and increased export trade are now being embodied 


in a Cotton Enabling Bill. 


RETAINED IMPORTS OF Raw Woot 


Wool Textiles 


SUBSTANTIAL changes from the previous year’s trade in raw 
wool are reflected in the figures of retained imports compiled 
by the Imperial Economic Committee : — 





(In millions of Ib,) 


Italy 


93° 
76* 


¢ January—December 


Kineton Fr a Germany | Japan 
Year eee |e | neni 
Jan.- Jan.- Jan.- Jan.- an.- 
Dec. Nov. Nov. Dec. ov. 
1934 ...... §22 310 103 306 160 
1935 ...... 581 360 182 269 211 
1936 ...... 637 318 225 228 He 
1937 ..... 551 289 316 227 248 
1938 ...... 613 358 85 287*¢6 110f 
* January-November. + January-September 
@ Excluding trade with Austria as from April, 


1938, 


The fall in the United States’ imports amounted to 74 
per cent., and purchases by Japan and Belgium were also 
much lower. On the other hand, those of the United King- 
dom increased, and France’s retained imports were greater 
than in any year since 1935. 
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The severe recession in the British wool textile industry 
during 1938 is clearly illustrated by the following table, but 
it also indicates the improvement in the later months of the 
year. 


British Woot TExtTILe INDUSTRY 





Retained Earnings 
Exports Unem- Ministry of 
ee Price ot | ploy- | ™T"ubour 
Year Se Raw ment Fi ) 
S "s hen, (Woollen | wool Textile 
heep’sand} woollen | Worsted | per Lb. Indus 
—_— Tissues | Tissues Worsted) | per Week 








Mn. Lb. Yds. Yds. s. d. % s. 4. 
1913 ... 494-1 105,884a | 62,4904 2 1 dod oon 
1929 ... 483-3 108,185 47,281 3 2 13-9 40 631 
193} ... 591-9 56,331 29,746 1 28 3 36 
1932 ... 600-2 53,537 28,297 17 20 8 34 
1933 ... 600-9 61,307 32,893 111 142 35 11 
1934 .. 528-7 940 33,262 22 16-0 35 5} 
1935 .. 605-0 71,208 38,457 1 113 13-0 36 «5 
1936 .. 649-0 78,184 39,800 2 3 9-2 37 2} 



























%1% s. d. 
6, 7-1)21-1 35 i 
6; 7: 4)20-4 35 11 
5, 6-8)20-8 36 3 
3, 7-0/21-2 36 $ 
3, 10-1/21- 36 
3, 8-7)22- 36 2 
5, 10-4/22- 36 3 
6, 9-9)23- 37 2 
5, -8)18- 38 0 
4, . 38 6 
4, 39 3} 
4, 39 4 





* Queensland scoured, supercombing.  ¢ Endofyear. a Thousand linear yards, 


Prices for tops and yarns were all much lower on the year ; 
the figures given below are taken from the Annual Review 
of the Weekly Wool Chart. 




















AVERAGE PrIcEs oF Tops 
b 11, | Mar. 14, | Dec. 31, | Dec. 30, | Dec. 29, 
In pence pert. | 4g; | J. 1935 1936 1937 | 1938 
waveree | & | a | & | Sy | oh | i 
70's average ...... 
oes AVETAZE ..... = 41 a I 30 3s 
S$ SUPET .....c00e 
58's crossbred 35 17 24 21 
56's crossbred 31 13 27 23 19 
50's crossbred ... 23 ll 22 194 1 
46's carded ...... 17 15} 9t aot 18 is 
40's prepared...... 16 13 9 19 14 
AVERAGE PRICES OF YARNS 
Per Lb | July, Pel | iad Pas Dec. 30, |Dec. 29, 
hk 1914 1934 1935 1936 1937 1938 
1/16 r ; 1 ‘ 1 $ 2 r fmilts 
GIGS  . csonsanietien 111 1 
2/16's anal, med. ' ‘ 8 
(44° S ciuaniainteh 8 1 6] 1 °5 2 wii 
2/24's worsted, low (40's 
ie le cas 8 1 72) 1 6] 2 38) 2 OF] 110 
2/32’s worsted, 
yiseiicrnipai | 21) 33] 2133201 28 
2/48's ee (64's)...| 33145138143) 38) 3 











The following is a description, summarised from the 
Weekly Wool Chart, of the main developments of the wool 
textile industry in 1938:— 


The wool textile industry suffered severely from the inter- 
national political unrest, and the home trade, on which the 
industry had largely to rely owing to the decline in exports, 
suffered from the general trade depression and the prevailing 
policy of reducing stocks and keeping commitments to a 
minimum. The low prices of the raw material did not stimu- 
late buyers, and purchases were kept closely in line with 


The falling-off in ts of semi- and fully-man 
goods was in itself s ent to account for an appreciabl. 
decrease in machinery activity. The industry had to depend 
mainly on the Dominions and Argentina, with Denmark 4, 
the best Continental market. Nearly all the principal marker, 
showed a decline in purchases from the previous year, ang 
for the eleven months January-November exports of Woollen 
and worsted tissues fell by nearly 30 million ware yards, 
while exports of yarns and tops declined by 5 million Ib. and 
7 million lb. respectively. Exports of noils and wastes were 
also smaller, though there was an improvement after the 
announcement of reduced import duties in the United State, 
In spite of the increase of home trade as a result of Govern. 
ment orders in connection with re-armament, the expansion 
was not sufficient to offset the decline in exports. It was 
estimated that the decline in the production of tops in this 
country in the year ended June, 1938, was not less than 
40 million Ib. in comparison with the previous two years, In 
the second half of 1938 and particularly in the last quarter, 
some leeway was made i the total consumption of wool 
during the year was less in 1937. 


Rayon 


UNTIL two years ago it was usual to refer briefly to staple 
fibre at the end of any review of the rayon industry. Last 
year the world’s output of staple fibre was within a very 
small percentage of that of filament rayon. The output of 
staple fibre increased by more than 50 per cent. between 1937 
and 1938, due chiefly to the expansion of the industry in 
Germany, Italy and Japan, where its use has been made com- 
pulsory for many purposes in order to avoid as far as pos- 
sible the purchase of cotton and wool, All manner of raw 
materials have been suggested for staple fibre, but at the 
present time there is no satisfactory substitute for wood-pulp. 
Changes in production are shown below: — 


WoRrRLD PRODUCTION OF STAPLE FIBRE 
(In thousands of Ibs.) 








| 1933 | 1934 | 1935 | 1936 | 1937 | 1938¢ 
Germany .......... 9,900 | 16,000 | 33,000 | 94,350 | 220,000 | 330,000 
Seetiidesita ida, 963 | 4,700 | 13,500 | 46,000 | 174,800 | 375,000 
Elin noannidiin 11,000 | 21,600 | 67,500 | 110,500 | 156,400 | 178,000 
Britain ....:....... 2750 | 4,200 | 11.500 | 28,500 | 35,000 | 33,800 
France ............. 2'200 | 4.200 | 8000 | 10,500 | 11,300 | 13,500 
USA: oa caa 2,100 | 2200 | 6,000 | 12,000 | 20/100 | 30,000 
Other countries 440 1.200 | 2. 3,700 | 13,150 
Total....... 29,353 | $3,600 | 140,700 | 304,400 | 621,300 | 973,450 
* Provisional. 


While Germany is more or less self-sufficient in wood-pulp, 
Italy is largely dependent on Scandinavia, and Japan, though 
making big endeavours to meet her needs from Manchukuo 
and from home supplies, is largely dependent upon supplies 
from the United States and Scandinavia. Labour costs, inci- 
dentally, form a higher proportion of total cost in the produc- 
tion of rayon than in the manufacture of cotton goods. 

The output of filament rayon, on the other hand, has 
shown marked contraction in 1938 in almost every country. 
The most notable reduction took place in Japan, where staple 
fibre has largely displaced filament rayon. As a result, the 
United States once again assumed the leading position as 4 
producer of filament rayon. In other countries, as the table 
below shows, there has not been any marked change. 


WorRLD PRODUCTION OF FILAMENT RAYON 
(In thousands of Ib.) 


| 1992 | ssa | sos | 90s | 1096 | 1007 | i" 








_In Great Britain it was found necessary to restrict produc- 
tion in the spring of 1938. Prices of viscose yarns, after t) 
agreement amongst the producers, have remained steady. /n 
acetate there has been much price cutting, and although the 
volume of business may not have fallen as much as in viscose, 
the earnings of the firms engaged have been negligible. The 
are now signs of closer co-operation not only ee he 
acetate producers themselves but between the acetate and 
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viscose firms. Owing to the lower prices of cotton and wool, 
staple fibre has not made marked progress in this country, 
but large shipments were made to the United States, where 
demand temporarily exceeded supply. 

In the United States, whose rayon industry is closely con- 
nected with that in this country, there has been considerable 
improvement. Prices which had dropped to uneconomic 
levels have been slightly improved and should rise further. 
The rush to buy which took place in the summer did not 
continue when manufacturers had replenished stocks, but 

uction has been increased and the offtake is satisfactory. 
Staple fibre has been in greater request, but the demand for 
it was affected by cheap cotton and wool. Great efforts have 
recently been made to produce rayon yarns suitable to replace 
the imports of silk; the leading chemical manufacturers have 
produced an entirely new yarn on a mineral base for which 
great claims are made, and the commercial development of 
this will be watched with the greatest interest. 


Transparent Paper 


Tue effect of the increase in the production of transparent 

paper (of which there are no official returns) is revealed in 

the returns of imports and exports shown below: — 
UniTED KINGDOM TRADE IN TRANSPARENT PAPER 





| 1934 | 1935 | 1936 | 1937 | 1938 

Cwts. Cwts. Cwts. Cwts. Cwts. 

DIO ci veccssccesceiees 15,332 13,843 32,397 25,459 3,895 
Exports .......cccceseeees 4,397 9,605 10,668 14,513 17,567* 


i | ee | ee | a 
—_—_————_ 


- [+ 10,935 [+ 4,238 |+ 21,729 |+ 10,946 |— 13,672 


* Based on eleven months’ figures. 


It will be seen that, whereas in 1936 imports exceeded 
exports by no less than 21,729 cwts., in 1938 there was an 
export surplus of 13,672 cwts. The trade is largely with 
Empire countries, but considerable headway has been made in 
foreign countries. Japanese competition has been much less 
severe, due partly to unsatisfactory quality and increased 
prices, but more particularly to the restriction of raw material 
supplies. Development of the product and of its use 
has made further progress, but the recession in trade has had 
a deterrent effect. Prices have not proved entirely satisfac- 
tory in a number of cases, and, despite the good statistical 
position, the reports of public companies have not been good. 


Leather and Footwear 


THE table shows that imports of hides of all kinds fell 
sharply between 1937 and 1938, the aggregate value declin- 
ing by about 45 per cent. The value of imports of leather 
and manufactures thereof was 34 per cent. below the total in 
1937. The index of sterling hide prices, calculated by the 
United ‘Tanners’ Federation, fell from 99 in 1937 (1923=100) 
to 79 in 1938. The index, which is adjusted for seasonal 
variations, touched its lowest point in June at 61, after which 
It rose to 74 in October and closed at 70 in December. 


Retail 


THE course of retail trade during 1938 has been affected by 
adverse circumstances, Two major political crises in Europe, 
in the spring and autumn of the year, added to uneasiness 
Over the wars in China and in Spain, and an increasing 
anxiety as to Great Britain’s capacity to defend herself, 
undermined the confidence of the retail customer in the 
Stability of his world and have adversely affected his desire 
to spend. In some sections of retailing the resulting decline 
has been as great in the last twelve months as between the 
peak of 1929 and the bottom of the slump in 1932. 

Percentage changes as compared with the corresponding 
Period a year earlier in the aggregate value of retail turnover 
from February, 1936, to December, 1938, together with 
changes in the value of stocks at cost, are given in the first of 
the two’ tables overleaf. 

The steady increase in the money value of retail turnover, 
which dated from the middle of 1933, was interrupted at the 
beginning of 1938, and the rate of increase dropped to 2 per 
the second half of the year, as compared with 
Per cent. in the previous year. 

The value of stocks at cost, shown in the third series in the 
table, shows a more pronounced change. The rate of increase 

at cost, which began to slacken in November, 1937, 
a further two points in the following month, and in 1938 


gf 
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British Imports oF HIDES AND LEATHER 






























Quantity Value 
Country _———$_ | 
1929 | 1937 | 1938 | 1929 1937 | 1938 
7 Cwts. | Cwts. | Cwts. £ £ £ 
Ox and cow— 
From Eire ...........+. 86,306] 104,163 275,995| 271,241] 122,163 
» Union of S.Africa] 68,699} 13,528 896] 280,638} 43,221) 11,543 
» New Zealand ... | 27,306] 33,341 132,474] 107,329] 219,733 
” Other British 
Countries | 45,455] 115,444 170,708] 305,227} 155,555 
» Denmark ........ 11,197] 75,118 36,996} 246,407} 79,930 
» Germany ......... 118,455] 3,622 418,410} 16,022) 4,749 
»» Netherlands... 30,399] 71,009 96,875} 251,991] 178,386 
jo SUR casei 85,841} 10,363 376,935} 93,780) 111,408 
» Czecho-Slovakia 94] 46,079] 32, 7| 192,281} 110,963 
» Argentina ....... 65,186] 338,011] 239,377] 280,236/1,118,268] 547,590 
» Other Foreign 
Countries | 55,421] 183,158] 114,100] 178,422] 622,213] 272,006 
Titel ok 594,359] 993,836] 741,658}2,248,086] 3,267,980) 1,814,026 
Other Descriptions ............ 55,016] 157,614] 192,927] 233,477] 785,904] 716,120 
Dry and dry salted :— 
x and cow— 





From Union of S. Africa | 151,223] 102,807] 88,566] 843,257} 389,715} 269,038 
» British East Africa] 42,403] 25,802] 14,342] 214,116] 119,741] 45,144 
» Australia .......... 24,615] 117,886] 132,943] 115,639] 446,460) 366,050 
»» Other British 








_ Countries | 83,433] 126,975} 65,229] 392,449) 520, 213,353 
» Ethiopia............ | 15,857} 6,359] 9,767] 84,831} 27,245} 25,174 
go I secsecresenee 4,844] 57,543] 34,562} 24,553] 211,189} 103,009 
» Argentina.......... 9,440] 55,393] 30,653} 51,723] 240,522} 93,723 
» Other Foreign 

Countries | 110,206] 121,041] 71,726] 543,916} 513,349} 211,467 
Wiaitcadinscncsonedate 442,021 |613,806| 447,788|2,270,484| 2,468,820) !,326,958 
Other descriptions ............ 83,006] 110,766] 83,394] 368,388] 367,737] 219,658 

Leather and manufactures Misr Ges Sredd aban cfd 


thereof—Total .............. 15821576|9,788,744|9,444,873 





Developments in the market for hides and leather, and in 
the footwear trade, are summarised in the following extract 
from a survey in the Leather Trades Review: — 

The year opened most unpromisingly ; there was quite good 
inquiry and then the market collapsed. In the first half of the 
year prices declined by about 25 per cent., and purchases 
were only for immediate requirements. Between May and Sep- 
tember there was an improvement both in demand and prices, 
but, on the average, tanners were unable to cover replacement 
costs. In August and September trade became brisk, but pur- 
chases were mainly of a precautionary nature, and were 
probably not absorbed by the boot and shoe and other manu- 
facturing trades for some time. Demand declined as a result, 
but tanners, having cleared their stocks, were able to insist on 
higher prices. Towards the end of the year reduced inputs 
at the tanneries resulted in smaller supplies, a firmer market 
and a tendency towards still higher prices. The industry has 
been remarkably free from labour trouble during the year. 


The Board of Trade index of the production of boots and 
shoes for 1937 was 118.8 (1924=100) and for the first three 
quarters of 1938, 111.6, 102.2 and 97.9 respectively. The pro- 
portion of insured persons unemployed in the footwear trade 
in Great Britain was 12.2 per cent. in 1938, compared with 
10.9 per cent. in 1937. 


Trade 


continued a sharp downward movement until in June it was 
replaced by an absolute decrease. In October the greatest 
reduction was recorded for any month during more than 
five years. In November and December, 1938, the decline 
was less, but this was accounted for by an increase in the 
food and perishables division, the value of stocks of other 
merchandise continuing to contract in every category. The 
proportion of sales of “ food and perishables” to the turn- 
over rose during 1938. In the month of September these 
sales were 57 per cent. of the total value reported, the highest 
proportion this division of merchandise had reached in the 
month of September for at least seven years. This figure 
reflects the dislocation of trade during the crisis, when the 
general public hesitated to spend money except on urgent 
necessities, and the demand for food was stimulated. Only 
two categories of non-food merchandise show increases in 
this month, and in both the sales were clearly stimulated by 
the political situation—boots and shoes, and the miscel- 


laneous category, which includes coal and a proportion of 
articles recommended for use in defence precautions. 

The value of sales in the non-food categories declined 
during the period February, 1938, to December, 1938, by 0.3 
per cent.; the food and perishables sales—which include 
sales of sweets and tobacco and restaurant sales as well as 
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the more obvious products—increased in the same period by 
4.0 per cent. This increase must’be compared with that of 
9.3 per cent. in the previous year, and it should be noted that 
in November, 1938, the smallest increase in the food division 
sales since October, 1933, was registered. In this connection, 
it must be borne in mind that food prices were lower in 
November, 1938, than in the previous year. 


PERCENTAGE CHANGES ON THE CORRESPONDING PERIOD IN THE 
Previous YEAR 


Value of Sales (at selling) Value of Stocks (at cost) 
























































Month | Year to Date Month 

1996-7 | 1997-8] 1998-9 1936-7 1927-8] 1938-9 1936-7 1997-8 | 1998-9 
. } ba 

% % , | % % , | % % % 
Feb. | +7-3 | +7-1 | +4°4 | +7°3 | +7-1 | 44-4] +0°8 | +2-6 | +3-4 
Mar. | +7-9 |+15-2 | —3-7 | +7-6 |+11°4 | —O0-2 | +0-3 | +3-7 | +2-6 
Apr. | +5-0 | +1°5 | 411-4] +6-7 | +7°9 | 43-4 | 41-3 | +4°8 | 41-3 
May | +7-2 |+13-2 | —6-1 | +6-9 | +9-0 | +0°8 42:1 | +41 | 41-3 
une | +4-7 | +4°8 | +8-6 | 46-4 | +8°2 | +2-4 | 41-7 | +4°7 | —104 
uly | 45°83} +8-1 | +3-6 | +6-3 | +8-2 | +2-6 | +1-7 | +5-0 | —2°1 
Aug. | +7-4 | +6-7 | +2-8 | +6-4 | +8-0 | +26 | +2-9 | +6-3 | —4-4 
Sept. | +4-8 | +86 | +0-9 | +6-2 | +8-1 | +2-4 | +3-6 | +7-0 | —4°5 
Oct, | +7°4 | 44:4 | 42-0 | +6°3 | +7°7 | +2-4 | 43-2 | +774 | —5°5 
Nov. | +6-5 | +7-1 | —1-3 6-3 | +7°6 | +2-0 | +2-6 | +5-6 | —4-2 
Dec. +5°5 | +83 1-9 | +6-2 +7°7 2-0 +2°8 | +3-5 | —2-9 

Jan. +2°4 | +6-2 - | +59) +7°6 prt | +21 | +33 a 








| 


The check to the normal trend of autumn trade is evident 
in all comparisons. In November and December the seasonal 
rise is shown in a slight upward movement, and while the 
sales in October give little evidence that trade restricted in 
September had merely been postponed, this holding-over 
may have reinforced the seasonal rise in non-food merchan- 
dise during December. 

The principal changes in the sub-divisions of the non-food 
group were as follows: — 


Increases: Women’s wear (+ 3.3 per cent.); boots and 
shoes (+ 2.6 per cent.); and miscellaneous (+ 0.2 
per cent.). 

Decreases: Hardware (— 6.0 per cent.); piece-goods 
(-— 5.4 per cent.); furnishing departments (— 4.5 
cent.); sports and travel (— 4.2 per cent.); fancy 
departments (— 2.3 per cent.); men’s and boys’ 
wear (— 1.6 per cent.). 

On a geographical basis, the value of total sales for the 
period February to December, 1938, increased in the South of 
England (+ 5.3 per cent.), Scotland (+ 5.3 per cent.), Mid- 
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lands and South Wales (+ 5.0 per cent.) North-East (+ 

; ’ 41 
per cent.), London, Suburban (+ 3.1 per cent, 
West (+ 2.5 per cent.). ) and Non. 


Bank OF ENGLAND INDEX NUMBERS oF Tora Reta. SALES 
(Average Daily Sales in 1933 = 100) 




















Provincial London . 
Scotiand | England and} Central and London ~ me 
‘ales West End Suburbs Tou 
Yearly 
I9SZ «0.00000. 101 101 99 100 101 
ve 100 100 100 100 100 
ane 103 103 102 104 103 
URKSS ......000 | 108 110 106 112 109 
BA taciin 114 117 Liu 120 117 
EEE smainicnica 122 127 lle 130 125 
1938— , 
January... | 124 129 | 121 128 127 
February.. 116 120 } 77 127 115 
March ..... 127 123 90 123 120 
April ...... | 128 136 105 140 132 
May ....... 126 128 107 136 126 
june ...... 141 1s2 110 129 130 
FORD : vicese iz 131 122 130 129 
August ... lat 119 69 1l4 lil 
September 126 iz4 91 122 120 
October ... 128 134 107 131 129 
November 129 131 113 140 130 
December. | 155 170 | 150 188 | 170 





London Central and West End show a decrease of 7.6 per 
cent. In September, 1938, abnormal conditions were most 
evident in this district, a substantial decline being recorded 
for every category except food and perishables, in which 
division purchases of emergency supplies of grocery and pro- 
visions raised the sales of these commodities by more than 
25 per cent. 

The only other statistics which throw more detailed light 
on particular aspects of retailing are the Retail Distributors’ 
Association index numbers of department store stocks. 
The rate of stock turn in this constant sample of depart- 
ment stores reached its highest point, 7.47, in April, 1937, 
after years of steady improvement and stood at 7.22 in 
November, 1937. These rates are obtained by dividing total 
sales (at selling) for all departments for each successive period 
of twelve months by average stocks (at cost) during the same 
period. During 1938, the rate declined from January to 
May, but rose again from June to December, in spite of a 
period of difficult trading and falling prices. It is clear that 
this particular aspect of retailing is being dealt with by these 
stores with increased efficiency. 
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Statistical Appendix 


WHOLESALE PRICES OF COMMODITIES 


te 


CEREALS AND MEAT 








Wheat Flour | Barley | Oats | Maize | Rice | Potatoes Beef 

No.2 | English | London | English | English .. | Argentine 

Northern | Gazette | Standard,| Gazette | Gazette va a 0. 2 unet: es ish | Chilled 

Manitoba | Average | Ex-Mill | Average | Average ” sae ng ides | Hind-Qrs. 

Per Qr. | Per Cwt. |Per 280Ib.| Per Cwt. | Per Cwt.| Per Qr. | Per Cwt. | Per Ton | Per 8 Lb.| Per 8 Lb. 

s. d. s. d. s. d. s. d. s, d. s. d. s. d. s. $. 

End of 1929 ............ 55 6 9 6 40 0 8 8 7 0 31 0 12 6 3-75 5-67 5-17 
of 1930 .........+.. 24 6 6 0 ]| 23 6 8 3 5 6 17 9 8 0 6-00 5-25 4-67 
End of 1981 ........... .| 30 9 6 1 23 9 8 3 6 8 18 6 8 7 10-25 4-50 3°75 
End of 1932 ............ 25 3 5 4] 21 3 6 11 5 9] 19 0 7 if 5-75 4-50 3°75 
End of 1933 ............ 25 3 45 | 20 3 9 3 5 3 | 20 0 6 0 5-25 4-42 4-08 
End of 1934 ............ 30 3 4 10 22 3 8 9 6 9 22 6 6 9 5-75 4-08 3-75 
End of 1935 ............ 35 6 510 | 27 9 8 4 510 | 18 3 7 6 8-00 3-92 3°75 
End of 1936 ............ 52 0 9 1 38 9 9 9 7 2| 25 9 9 6 9-25 3-92 3-67 
End of 1987 ......... 55 9 8 5 | 349 | 13 5 8 2 | 33 3 8 9 6-75 5-00 | 4:17 
End of January, 1938 | 59 3 8 4 | 35 3] 13 0 8 7 | 33 6 8 3 6-62 5-08 4-62 
» February ,, 57 6 8 0 | 34 3 12 9 8 5 | 32 9 8 0 6-50 5:17 4:46 

» March ,, 56 9 7 8 | 33 9 11 11 8 5 | 34 0 oF 6-50 5-00 4-00 

» April 0 48 3 7 8 32 3 10 5 8 0 34 6 8 it 7-25 5-08 4-25 

» May 45 0 8 0 | 30 9 | 10 6 8 4 | 36 0 8 9 9-25 5-00 4-42 
soe 45 3 711 | 32 0 9 5 8 3 | 30 3 8 74 | 18-00 4-92 | 4:33 

» july ‘ 45 3 “so i ae ee 8 4] 31 9 9 3 7-00 4-92 4°37 

, Au ‘i 33 3 511 | 2 9 | 10 5 744 222 9 0 5-75 4-67 4-54 

» September.,, 30 3 411 | 27 3 9 9 6 5 | 2 9 9 0 5-00 4-33 fe 
» October ,, 26 6 S35.) we 14) 8 8 5.8.81. ee 7 6 5-25 4-33 ‘ 
» . November,, 27 0 43 | 22 6 7 58 511 | 26 6 7 1 | 5-25 4:33 , a: 
End of 27 6 4 4 | 23 6 7 10 6 0 | 30 6 7 0 5-75 4-58 | 4% 
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CEREALS & MEAT(Cont.) 


OTHER FOOD PRODUCTS 





Mutton Bacon Tea Coffee | Cocoa Sugar Cheese | Butter — ut 
; Costa Refined 
, an Indian . co B.W.I 
English ; , Rica Trini- ctai. | Granu- . : 
Frozen | Danish || Auction Crystal- “= ICanadian| Danish | Crude 
Wethers Wethers Average Good to dad leo d lated, 
Fine London 





Per 8 Lb.|Per 8 Lb.} Per Cwt.|} Per Lb. 
s. s. s. d. d. 

End of 1929.............. 7-00 4-83 105 0 13-12 
End of 19380............... 6-83 3-92 62 6 14-25 
End of 1981............... 5-17 2-83 45 0 10-18 
End of 1982............... 4-83 2-92 65 0 7°31 
End of 1933............... §-33 3-50 78 O 13-84 
End of 1984............... 6-33 3-75 86 0 11-34 
End of 1935............... 5-33 3-67 85 0 12-52 
End of 1936............... §-83 3-67 92 0 12-58 
End of 1987............... 6-00 3-50 100 0O 14-07 
End of January, 1938.. 5-17 3-50 98 0 14-38 
» February ,, é 5-17 3-42 102 0O 14-91 

» March se 5-50 3-42 103 0 16-58 

» April = 4-50 3-42 107 0O 15-43 

» May be 5-17 3-42 98 0 14-73 

» June a 5-17 3-58 99 0 13-43 

» July os 4-50 3-58 103 0 13-04 

» August me 4-67 3-33 99 0 12-91 

»  September,, 4-50 3-33 99 0 13-42 

» October ,, 4-33 3-17 95 0O 13-45 

»  November,, ... 4-33 3-17 87 0 13-10 
End of 1988............... 5-17 3-17 100 0O 13-72 








English, Scottish & Australian 
Bank, Limited 


Head Ofice: & GRACECHURCH ST., E.C3 


and 406 Branches and Agencies throughout Australia. 


Subscribed Capital - - - £5,000,000 
Paid-up Capital- - - £3,000,000 
Further Liability of Bhiisideters £2,000,000 
Reserve Fund - - -  ~- £1,710,000 
Special Currency Reserve - £1,585,000 


Board of Directors: 


S. M. WARD, Esq. Chatrman. 
SIR CLIVE BANLLIBG, SIR caones | SCHUSTER 


‘B. MG _K.C.MG., C.B.E., 
LORD HUNSDON. M.C., M.P 
E. M. JANION, Esq. SIR FREDERICK W. YOUNG. 


Manager & Secretary—F. C. HOUNSFIELD. 
Sub.-Mgr.—R. J. ALLEN. 
Accountant—C. N. HARRISON. 


Bankers: Bank of England: Westminster Bank Limited. 
Chief Office in Australia : 
COLLINS STREET, MELBOURNE 


Drafts issued on the Branches and Agencies of 
the Bank throughout Australia. Circular 


Letters of Credit and Travellers’ Cheques issued. 
Remittances made by Telegraphic Transfer. 
Bills Negotiated or forwarded for Collection. 
Wool and Produce Credits arranged. 


Banking and Exchange Business of every descrip- 
tion transacted with Australia. 


Se 


Per Cwt.| Per Cwt.| Per Cwt.| Per cwt.| Per Cwt.} Per Cwt.} Per Ton 


s. d. eS & ea dia €4 a4. 21 «a & £ 

165 0; 62 6| 22 3 22 9; 97 0} 180 O} 34-00 
122 6; 49 6 20 6 19 6] 76 0} 142 O 25-50 
112 6| 46 0O 19 103) 20 8/| 65 OO} 136 0 25-00 
94 0; 42 0 17 43 18 113} 64 O/} 122 0 23-00 
72 0} 35 0 18 9 18 113} 48 Oj; 101 O 17-00 
73 6)| 42 0 18 74 19 6} 56 0; 122 0} 20-00 
60 0; 42 0 18 13 21 0} 63 O] 128 .0]| 22-50 
67 0| 67 6 17 9 19 5} 71 0} 108 O| 34-50 
58 6 52 6 19 43 20 3} 73 O| 148 O 19-75 
61 0 50 0 19 6 19 93) 75 0] 126 0 18-00 
62 6); 41 6 18 103) 19 11} 75 61 125 6 18-75 
60 0; 43 6 18 103) 19 3%) 77 6) 116 O 16-75 
60 0; 43 6 18 104) 19 2}) 77 6} 126 O 16-87 
55 6); 42 0 18 103; 19 02 78 O} 128 O 16-00 
52 0 40 0 18 104) 19 34) 79 0} 126 O 15-68 
53 0); 40 O 18 104; 19 64 79 O} 125 6 15-75 
52 0; 40 O 18 104) 19 64 79 O} 136 6 15-00 
59 0 40 0 18 103) 20 Of 71 6] 135 6 15-50 
69 0 39 6 18 104; 19 9] 72 6] 136 6 14-25 
69 0 40 0 18 104; 19 11}} 71 OO} 144 6 15-50 
67 6 41 0 18 104; 20 63; 72 O}| 144 6 16-00 


She 


UNION BANK 
OF AUSTRALIA 


LIMITED 
Established 1837 


CAPITAL AUTHORISED AND ISSUED - £12,000,000 


Paid up Capital - - £4,000,000 
Reserve Liability of Proprietors £8,000,000 





(Not capable of being called up £12,000,000 
except in the event of and for 
the purpose of the Bank being 
wound up.) 
Reserve Fund - - - -  £3,250,000 
Special Currency Reserve - - £1,600,000 





DIRECTORS : 

Maj.Gen. Sir JOHN H. DAVIDSON, K.C.M.G., C.B., D.S.O., Chairman. 
COLIN S ANDERSON, Esq. ARTHUR TERENCE MAXWELL, Esq. 
HUGH D. FLOWER, Esq. ROBERT C. NESBITT, Esq. 

J. W_ HELY-HUTCHINSON, Esq. The Hon. EDMUND W. PARKER 

The Rt. Hon. LORD HILLINGDON The Rt. Hon The VISCOUNT STONE- 

Sir MALCOLM HOGG HAVEN of URY, P.C., G.C.M.G., D.S.O. 
ALFRED W. TURNBULL, Esq. 





HEAD OFFICE: 
71 Cornhill, London, E.C.3 


Manager :—F. H. McIntyre Assistant Manager :—C. E. Murcnu 
Secretary :—C. R. PEARSE 


West End Agency: 15 CARLOS PLACE, W.! 


BRANCHES THROUGHOUT AUSTRALIA AND NEW ZEALAND 


Drafts u a Branches are issued by Head Office, and ma » obtained 
from the s Agents throughout England, Scotland and Irelan 

Commnapiel aed ireular Letters of Credit and Travellers’ Geaen issued— 
available throughout the World. 

Telegraphic Remittances are also made. 

Bills on the Australian States and Dominion of New Zealand are purchased 
or sent for collection 

Deposits are received at Head Office at rates of interest and for periods 
which may be ascertained on application. 
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cceaie neotnnteedh neti eean sepictntemstamuneuaeeaembemadinanmmesmaaaMa ata apiminiaaociicuan iO 
| TEXTILES 
Queens- 
English, ; 
Yarn— | Cloth— land, Italian, {jue 
| American| Egyptian} “39:, | 39-inch | S°¥tD- | scoured -_ Raw, | Livonian Manila | Native 
| Middling igte Sak) twist Shirtings | wo sneq | Super $ | fr. Milan Firsts 
| Combing 
Per Lb. | Per Lb. | Per Lb. | Per Piece| Per Lb. | Per Lb. | Per Lb. | Per Lb. | Per Ton| Per Ton | Per Ton 
d. d. d. s. d. d. d. d. s. d. f 
End of 1929...... 9-42 14-15 13-87 13 0 23-00 33-00 31-00 18 9 58-00 35-50 27°75 
End of 1930... 5.34 7-70 9-00] 10 1%] 13-50] 22-00] 22-00] 10 9 | 35-00] 23-00 | 15.45 
End of 1931...... 5-34 7-10 9-12 9 9 13-50 22-00 23-50 ll 9 41-00 20-25 19-25 
End of 1932...... 5-10 7-15 9-00 9 2 10-00 19-00 23-00 9 0 55-00 18-75 14-75 
End of 1933 ...... 5-46 | 8-05 | 9-50| 9 5 | 14-50] 29-00| 40-00| 7 9 | 42-50| 14-50 | Isc 
End of 1934...... 7-22 | 9-02 | 10-50} 9 8 | 13-50] 22-00] 24-50} 6 9 | 78-00] 14-75 | leo. 
End of 1935. 6-39 | 9-60 | 10-50] 9 4 | 13-50] 24-00] 32-00] 9 3 | 77-50| 27-50 | 19.0 
End of 1936...... 7-04 | 10-14 | 11-62] 9 7$]| 17-50] 30-00] 36-00| 8 9 | 72. 35-50 | 19.31 
End of 1937 ...... 4:77 8-92 | 11-50] 9 7 | 16-50] 24-00] 30-00] 8 13| 66-60] 30-00 | 18.87 
End of Jan., 1938 | 4-89 8-29 | 10-62] 9 6 16-50 | 25-00] 27-00] 7 1s] 69-75! 28-00 | 19.00 
» Feb, ., | 5-12 | 8-56 | 10-62} 9 6$] 16-00] 24-00| 26-50] 7 1}]| 69-50] 26-00 | 18.75 
as i ao 4-86 8-04 10-12 9 4 15-50 23-00 26-00 — 67-50 26-00 18-06 
aM. ae 4-86 7-98 | 10-00} 9 4 | 14-50] 23-00] 26-50] 7 if 66-50 | 21-50 | 17-31 
> ae 4-63 7-58 9-50 9 0 12-50 23-00 26-00 7 0 64-50 21-50 17-62 
> a 4-90 | 7-52 9-33] 810] 10-50] 22-50] 26-00| 7 7$| 61-75] 21-50 | 17.39 
o ees 4-89 7-90 9-50 8 10} 12-50 24-00 26-00 7 at 65-50 21-00 19-25 
— | ae 4-87 7-77 9-37 8 9 12-50 24-00 26-00 2 66-25 21-00 19-12 
» -Set, & 4-80 8-39 9-25 8 8 13-50 23-00 26-50 7 7% 68-00 21-00 19-25 
a a 5-23 8-51 9-37} 8 9}] 13-50] 23-00] 26-50| 7 74] 65-00] 21-00 | 19.62 
ae 5-20 8-09 9-13} 8 9 | 12-50] 22-50| 25-50] 7 74] 70-50] 20-00 | 18-50 
End of 1938 ...... 5-22 7-54 9-00 8 7 11-50 22-50 25-00 7 7 74-50 20-00 19-38 
eee Nara ia eae issneertsiatatsnensilstrassssseeststinsinssstesitsiasiothhiaisessanssshessisutiantenmessssannean) 
MINERALS 
Pig Steel Iron Tin 
conn Rails Bars Plates Coal Lead Tin Copper | Spelter 
Cleve- 
land, | Middles-| Middles-| _1.C., | “hast | Durham, |Sheffield,| pogish | stan- | Stan- a 
— = brough | brough | S. Wales Ad'ty. r ese Pig dard dard 
aE | Per Ton, Per Ton; Per Ton | Per Box ; Per Ton | Per Ton , Per Ton | Per Ton) Per Ton) Per Ton) Parton 
to. £ (ats ot ea 1 i £ f £ 
End of 1929...... 72-5 8-50 10-75 18 9 20 1% 16 9 21 0O 23-25 178-12 68-00 19-87 
End of 1930...... 63-5 8-50 10-75 15 6 20 0 15 3 23 0 16-25 116-50 46-50 13°75 
End of 1931...... 58-5 8-50 10-00 14 6 19 6 14 7} 23 0 17-00 141-18 38-53 14-59 
End of 1932...... 58-5 8-50 9-75 16 0 19 6 14 6 23 6 12-50 148-44 28-56 15-44 
Ead of 1933 ...... 58-5 8-50 9-75 16 7% 19 6 14 8 23 0 12-50 226-94 32-15 14-56 
End of 1934...... 63-5 8-50 9-62 18 2 19 6 14 8 22 0 12-00 228-44 28-37 12-15 
End of 1935...... | 66-0 8-50 9-62 18 9 19 6 14 10 24 0 17-75 218-12 35-06 14-56 
End of 1936 ...... 77-0 8-50 10-50 19 9 19 6 16 6 24 «0 29-62 233-25 48-53 19-94 
End of 1937...... 102-0 10-12 13-25 23 O 21 0O 22 6 23 O 17-50 181-25 38-94 14:94 
End of Jan., 1938 | 105-0 10-12 13-25 22 6 21 0 22 0 23 O 18-00 182-12 39-84 14-81 
» ae a 105-0 10-12 13-25 22 6 21 0O 21 6 23 O 17-50 186-56 40-28 14-40 
Me 105-0 10-12 13-25 22 6 21 0 21 6 23 O 18-00 173-25 38-09 13-87 
SS ~ 105-0 10-12 13-25 20 3 21 O 21 9 23 0 17-75 164-75 39-75 13-62 
» Re 105-0 10-12 13-25 20. 3 21 O 20 6 23 0 15-50 163-12 32-94 11-94 
i ne 105-0 10-12 13-25 21 6 21 O 19 104 23 O 16-50 184-25 36°75 13-50 
ee ee 105-0 10-12 13-25 21 6 21 0 19 8 23 O 16-50 195-37 41-72 13-90 
os Wille we 105-0 10-12 13-25 21 6 21 0 18 10} 23 0 16-25 192-87 40°34 13-25 
» Sept. ,, | 105-0 | 10-12 | 13-25 | 21 6 | 21 0 | 19 of | 23 0 | 17-50 | 196-62| 40-22] 14-37 
eee. YS 105-0 10-12 13-25 21 6 21 O 19 1% 23 O 18-75 212-25 46-91 15-50 
a: oe 105-0 10-12 13-25 21 6 21 0 19 1% 23 0 18-00 215-37 43-74 13-94 
End of 1938 ...... 105-0 10-12 13-25 21 6 21 0O 18 104 23 0 17-00 216-00 44-09 13-96 
———— St 2 0 18 103 | 23 0 |! 17-00 | 216-00! 44-09! 13-96 
Sanaa isseseeceremeeieeneresieseeteetinamnseenteeenmenemeeenenemmnenamennenmenamnanmmnnsininnatammmmmanntmnmannsssissisD 
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STOCKHOLMS ENSKILDA BANK 


Capital : 


TELEGRAPHIC ADDRESS : 
NITTON-STOCKHOLM 


AKTIEBOLAQG 
STOCKHOLM 


Established in 1856 


100,000,000 Kronor 
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WHOLESALE PRICES OF COMMODITIES—Continued 
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THE ECONOMIST INDEX NUMBER, 1936-38 


1913 = 100 


Cereals 
Other 
anc | Foods 


94-7 
95-2 
95-2 
94-0 
93-6 
93-8 
97-4 
98-0 
98-1 
99-6 
103-6 
104-5 


108-0 
109-3 
112-1 
111-0 
109-2 
107-6 
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105-2 
107-6 
107-6 
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Lowest, ,, 


January, 1938 
February, ,, 
March, 
April, 
May, 


November ,, 
December ,, 
January, 1939) 


Beginning of — 
January, 1930 


§ Unofficial quotations. 
1934. 
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RATES OF EXCHANGE ON LONDON 


New York 








ee 


to {1 





“224 





25-225 











3: 57 | 62-00t 
61-124 | 15-06 35} 
95-62} | 21-76 | 105t 
92-56} | 21-353 | 60¢ 
95-75 | 21-81 | 200-00 
87-87} | 20-34 | 60-003 
93-22 | 25-133 | 36-62) 
92:74 | 25-045 | 46-304 
66-62} | 17-37} | 40-18} 
65-12} | 17-34% | 40-908 
61-843 | 16-79} | 39-534 
57-624 | 15-22 | 36-06} 
61-25 | 15-15} | 35-93} 
93-25 | 21-37 2 Li 
95-00 | 21-61} | 80-00t 
95-28 | 21-624 | 90-004 
95-374 | 21-60 | 110-005 
94-75 | 21-65} | 110-00% 
94-781 | 21-68 | 115-003 
94-00 | 21-72 | 115-003 
94-18} | 21-60} | 115-004 
93-25 | 21-44} | 150-00} 
92-31} | 21-29} | 150-003 
91-62} | 21-19 | 150-00} 
90-37} | 20-944 | 150-004 
88-96; | 20-60 | 150-00t 
88-124} | 20-55 | 150-003 

Buenos | Rio de | Monte 
Aires Janeiro Video 


ee 
SESS 
—_ 


DOSES HOODEESOPIISHESIS SEMoiek 
= ainda 


BRERBSLSSEAS 


to {1 


Dollars | Pence to | Pence to | Pence to | Pesos to | Sterling 


to {1 Peso Milreis Peso él 
4-863(0) 47-62 5-899 51 40-00 
5-07} 18-90c 23 27§ 136 
4-87} 16-00c 2% 2245 127 
5-03 17-13¢ 3% 2635 131$t 
4-873 16-00c 24 2435 125t 
5-03} 20-75 3 26} 125t 
4-62} 17-00 24 17} 116t 
4-874} 45% 5H# 46 39-80 
4-85% 35 #8 4% 35 39-89 
3-38} 40 43 31 28-00 
3-333 42 at 30 t 
5-15 35 4§ 44§ 354+ t 
4-943 27 *&§ 3}§ 204§ 117 
4-924 | 18-25c 2§4§ 224§ 127+ 
4-90 % 16-05 2 #§ 263§ 131-5t¢ 
4:99 4% 17-03} 2 254 125+ 
5-014 18-10 2 23 125+ 
5-01; 19-10 2H 212 125+ 
4-964 20-10 2% 20} 125t 
4-98¢ 19-04 2% 20 125+ 
4-94 19-01 2h 20} 125+ 
4-95 19-014 2% 20} 124+ 
4-90; 18-85 2 20 123+ 
4-85} 18-95 2 20} 122t 
4-82} 19-00 2% 20 118t 
4-75} 19-03 3 20 119¢ 
4-68} 20-614 3% 18} 116+ 
4-63 i} 20-424 3% 19} 116¢ 
+t Nominal (export rate). t Nominal. 


(c) Paper pesos to { from January, 1935. 


1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
1 
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Kronor 
to {1 


19-85 
19-95 
19-85 
19-95 
19-85 


18-20} 
18-16 
18-25 
19-405 
19-90 
19-90 
19-90 
19-90 
19-90 
19-90 
19-90 
19-90 
19-90 
19-90 
19-90 
19-90 
19-90 
19-90 
19-90 
19-90 
19-90 


Hong- 
kong 


| | ES | <u 








Shanghai; Kobe 


Sterling | Sterling 
to Rupee | to Dollar | to Dollar 
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34°58) 
90 28-00 
10 25-50 
42 27-50 
12 25-50 
45 27-50 
53 25-50 
“384 | 34-48) 
25 00 
“00 28-50 
71 29-50 
26 26-50 
24 26-50 
19 26-50 
41 26-50 
42 26-50 
-40 26-50 
*364 | Nominal 
40 ee 
*32} 
-30 
+224 
-124 
“00 
-87 
66} 
*54} 
eae 
Singapore 


Sterling | Sterling 


to Yen | to Dollar 
s. d. d. 
2 02; 4 

1 2} 4} 
1 1} : 
1 24 4 

1 1} 4 
1 24 4} 
1 ij 3} 
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3 (b) Par, 8-23} since dollar devaluation on February, 
* Previous to September 20, 1931. 
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EEE ET 


VOLUME OF IMPORTS AND EXPORTS AVERAGE VALUE OF IMPORTS AND 
EXPORTS 














(Average values of year 1935 = 100) 




































sislcineiinen esicthinstiescnielteensanentsensinsinsasenatanaenieane a (Average of year 1935 = 100) 
Exports of 
Total Imported Net British Exports a 
Period Imports | Merchan- | Imports | Exports Period Total Imported Net British j 
dise Imports —- Imports. | Exports. 
ise 




















wero are ited 17-3 es 7: 1937—January-March ............... | 114°9 132-6 113°5 105-2 

July-September nn, | 1098 | 100-1 | 0-6 | 11-6 April-June «vveserneseene | 120-9 | 133-7 | 119-9 | 109-2 

3 . 97. ’ JUly—September ......ccccccees 124°5 36° 23- 113°1 

Celeb eEOCERET | eoocssere Cae twee g: ee | SOF October-December... 120-6 23°38 di 113-2 
IE asiniecniisintinlacensnn 113-0 103:2 113°8 11-1 Sebo bec. eaeariel pesos tenet nea 
a er ' oe hw a. | o 1938—January-March .,............. “40-7 120-0. | uve | 113-9 

yal ptember .....ccecceccee 105-3 87-9 106-7 95-5 - MI ancagsdetelicaseciinde 113°3 112-5 113-4 111-9 

October-December .......+« 1114 99-4 112-4 105-0 Se: ecevcccrceee un-2 111-0 11-3 111-7 
WORE ceccnsccassscovescees 107-9 98-0 108-7 | 98-6 Oo oe hs-8 “ne? | nat 








DISTRIBUTION OF ISSUES 


Old Basis New Basis 


NEW CAPITAL 
DESTINATION OF NEW CAPITAL 








Year 1937 | Year 1938 | Year 1937 | Year 1938 








United British Foreign bi i Z Z i 
Kingdom Possessions Countries British Government Loans....... 95,750,000 | 75,900,000 | 143,137,100 75,900,000 
Colonial Government Loans .... 2,475,000 6,930,000 3,733,000 7,886,500 
Years £ (Old Basis) £ £ ee es Loans ..... 5,790,000 Nil 6,869,800 Ni 
ritish Corporations, Counties 
1929 s.ss00. sesenenenes 198,026,500 60,977,000 26,235,900 and Public Boards............... 43,742,300 | 24,884,700 | 45,352,100 | 27,078,100 
1980  .cccccceccsccvoces 170,646,100 61,448,200 35,706,400 nee ag Ne gang Loans...... 3,356,800 2,183,900 3,356,800 2,183,900 
Titish Railways .......c.ecceseeses Nil Nil Nil Nu 
2088 coccgnecenesessens 54,502,000 38,508,400 9,133,900 Colaial Railways .................. 258,000 Nil 258,000 Nil 
BOBR  ccccccncenescccees 163,072,000 25,547,000 291,000 Foreign sence ileal cit aian Nil Nil 96,000 340,100 
Australasian Mines ............... 3,002,700 344,600 4,722,800 344,600 
1933 sseevsneeeees seve 210,240,500 29,150,800 5,389,200 South African Mines............... 4,621,000 | 6,135,900 | 15,345,100 | 9,482,300 
1934 ...ccsoee gececeees 137,690,300 29,923,400 1,495,000 oe Mines Spppmoaceseacrroscsezecs 1,542,000 | 1,144,500 | 14,953,200 | 3,076,100 
4 2xploration, Financial and In- 
1935 sesssesereeeseeees 220,651,100 15,240,500 256,000 vestment Trust .. | 15,869,800 | 7,898,500 | 33,664,800 | 12,005,800 
1936 ..... ececcccececos 230,345,900 24,798,000 698,000 poe and Distilleries......... 3,294,000 2,152,500 9,168,800 6,930,700 
aol a erchants, Importers, etc. ...... Nil Nil 25,300 Nil 
1937 ssesvererseererens 223,169,100 21,130,400 6,342,500 Stores and Trading 3,190,400 | 7,920,000 | 5,950,700 | 9,410,600 
IBBD <icceccsccnoesecee 152,986,300 24,299,200 2,820,100 Estate and Land 637,300 123,500 | 1,434,700 329,100 
Rubber 1,860,200 78,700 2,396,500 78,700 
(New Basis) a cnadisiisndaibdautghinnnd mndincheninds 835,200 | 4,649,100 | 29,831,400 | 25,809,600 
ron, Coal, Steel and Engineering | 17,164,800 | 2,455,100 | 28,464,800 7,537,500 
1986 .cccccccercoceccee 448,434,000 33,881,000 11,640,000 Electric Light, Power, Tele- 
ee eee 387,530,600 63,417,700 7,108,300 7 graphs and Telephones ........ 11,599,500 | 12,504,809 | 13,259,600 | 20,988,200 
- ramway and Omnibus .......... 406,000 427,900 | 4,935,300 | 4,612,200 
1938 rcccccccccrecccces 213,745,100 53,683,400 5,695,300 Motor Trastion and Menutac- 
inh dnc hehisshigeneiectentncens 1,544,100 80,100 | 3,233,300 80,100 
re 1,987,700 887,300 | 7,240,100 | 4,046,400 


Hotels, Theatres and Entertain- 


. Pati, Ay ore gig rm IE ear epcieuaseses daddies 3,522, 2,743,$ ,896, 3,169,200 
STO C K MA RK ET Pp RI C ES IN I 9 3 8 Beeenanel Proprietary Articles 550700 con aee $446 200 1200000 








Docks, Harbours and Shipping 951,500 Nil 9,120,400 1,155,700 

Banks and Insurance ............ 2,195,900 965,000 8,565,600 965,000 

The following table is compiled from the Actuaries’ Invest- Manufacturing and Miscellaneous) 24,526,700 | 18,795,600 | 55,959,200 | 48,513,300 
ment Index :— a cliciiadsinnticsoes 1251,642,0001! 80,105,600 |458,056,700 |273,123,700 


Prices Yields (% DAILY AVERAGE MONEY RATES 


(Dec. 31, 1928 = 100) 


—- 














Grow = ot ee ee Market De 
urité >posit 

Dec. 28, | Dec. 30, | Dec. 28, | Dec. 30, Years ll OS ys pene 

1937 1938 1937 1938 _ Bills ° Banks = 

: . eS & £ s. d. és. d. £ s. d, 
Fixed Interest :— 5 0 0 410 3 30 0 as 3 
24% Consols (1) ......00.se000 132-7 125-3 3:36 3°56 413 0 4 410 213 0 315 0 
Misc. indl. deb. (13) X 121°5 119-6 4:09 3-98 410 0 430 210 0 312 6 
Misc. indl. pref. (47) 115-6 110°5 4°46 4-46 510 0 5 5 4 310 0 412 3 
Ordinary :— 38 5 212 3 18 5 296 
Cotton (6)...ccdiashcrsodoasboones 35-6 23-6 2-60 3-14 318 7 311 0 24.8 3 010 
Iron and Steel (17) ........6.+ 65-9 54-1 | 6:04 7°57 302 116 9 3 2 115 7 
ME TUR  ccccatccsectasonanes 38-5 32:8 5-98 6-38 200 0 13 10 010 0 015 5 
aha iad hc isceichess ces 84:4 78-1 7°68 7°72 200 016 7 010 0 0 16 10 
Electric supplies (12) ......++. 129-9 114°3 4°85 6-15 200 O11 3); 010 O O 14 105 
Stores and Catering (18)... 64-4 54-0 4°35 6-22 200 01110} | 010 0 015 6 
Miscellaneous (40) .........++ 66-4 66°7 5-16 5-76 200 O11 6}} 010 0 015 If 
3.4.6 012 7 010 0 015 7 














IONIAN BANK, LIMITED 


ESTABLISHED 1839 


CAPITAL AUTHORISED - - £1,000,000 | RESERVE FUND - - - - £100,000 
CAPITAL PAID UP - - - £600,000 | TOTAL ASSETS - - - ~- £4,601,583 


HEAD OFFICE: 25/31 Moorgate, LONDON, E.C. 2 





EGYPT =". CYPRUS : 

: Central Office—ATHENS mer 

Central Office—ALEXANDRIA poe ie omy and Agencies Central Office—NICOSIA 
9 Branches and Agencies 4 Branches and Agencies 


EVERY FORM OF INTERNATIONAL BANKING SERVICE 


THE BRITISH BANK FOR THE NEAR EAST 
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THE 


EASTERN BANK LID. 


Heap Orrice: CROSBY SQUARE, 
BISHOPSGATE, LONDON, E.C.3 


Authorised Capital - £2,000,000 
Paid-up Capital - - £1,000,000 
Reserve Fund - - £500,000 





BRANCHES : 
BOMBAY, CALCUTTA, KARACHI, 
MADRAS, COLOMBO, SINGAPORE, 
BAGHDAD, BASRA, AMARAH, 
MOSUL, KIRKUK, BAHRAIN 


Conducts all descriptions of 
Banking business with the East. 


Current Accounts are opened 
and Fixed Deposits are received 
at rates of interest which may 
be ascertained on application. 


EXECUTORSHIPS and TRUSTEESHIPS 
UNDERTAKEN. 


Hongkong and Shanghai 
Banking Corporation 


Cees > SS oor of Hongkong. The lability of members 
maTE Co ehy eaten Cae: manner prescribed by Ordinance No. 6 of 
1929 of the Colony) 


AUTHORISED CAPITAL ove * 
ISSUED AND FULLY PAID UP $20,000,000 


RESERVE FUNDS{ PONGKONG CURRENCY $10,000,000 
RESERVE LIABILITY OF PROPRIETORS ... $20,000,000 
Head Office - - HONGKONG 


BOARD OF DIRECT ORS: 


$50,000,000 


G. MISKIN 

K.S_ MORRISON 

Hon. Mr. A. L. SHTELDS 
H. V. WILKINSON 


Sir VANDELEUR M. GRAYBURN 





“ Natpis, Stock, Lonpon.” 


COMPANY, LIMITED °3 
(Incorporating the Business of Messrs. REEVES Wuirsvgy) 


35 CORNHILL, LONDON, E.C.3 


Telegraphic Address : Telephones : 
Mansion House 524] (3 tine) 


SUBSCRIBED CAPITAL - £2,153.335 
PAID-UP CAPITAL - - £1,000,000 
RESERVE FUND- - - £1,100,000 


DIRECTORS: 
bi SIGISMUND F. MENDL, K.B.E. (Chairman) 


Lt. - Col. Hon. GEORGE The Hon. LOVEL W. COKE 
AKERS- DOUGLAS FRANCIS GOLDSMITH, 

The Hon. ARTHUR M. ASQUITH, (Managing Director). 
D.S.O. H. S. H. GUINNESS 

RONALD L. BASSET Sir CHARLES D. SELIGMAN 


Sub-Manager—R. E. de B. Bare 


Asst. Sub-Manager 


Secretary & Chief Accountant 
H. R. W. Brown 


W. SHeruerp 
Registrar—G. H. Evtasy 


Auditors: 
Price, Waternouse & Co, 


Bankers: 
Bank oF ENGLAND 
NATIONAL ProvinciaL Bank Lrv. 
. 





Treasury Bills, Bank and Mercantile Bills negotiated. 
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NATIONAL DISCOUNT 


Money received on Deposit at Call and Short Notice at the 


Loans granted upon approved securities. 
All communications to be addressed to the Management, 





Current Market Rates of Interest, and for longer periods 
upon specially agreed terms. 


h 


| 


BANK 
GOSPO DARSTWA| 


| } 


KRAJOWEGO 


(NATIONAL ECONOMIC BANK) 


JEROZOLIMSKA 1, WARSAW 
Telegraphic Address: KRAJOBANK, WARSAW 


Paid-up Capital: ZI. 150,000,000 
Reserve Fund: Zl. 50,679,223 


| 


Total of Balance Sheet, as on September 30th, 1938 | 


Zi. 2,715,888,759 


19 Branches 
in Poland 


HANDLING OF BANKING 
TRANSACTIONS OF EVERY 
DESCRIPTION 


Correspondents all 
over the world — 


| 
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Royal Bank of Scotland 


Incorporated by Royal Charter, 1727. 


Head Office: St. Andrew Square, EDINBURGH 


250 Branches throughout Scotland. 





3 lines 








ASSOCIATED BANK — WILLIAMS DEACON’S BANK, LD. (Members of the London Bankers’ Clearing House) 












‘f| BANK OF SCOTLAND 


at CONSTITUTED BY ACT OF PARLIAMENT 1695 


AUTHORISED CAPITAL - -«- + « «© « « £4,500,000 
RESERVE FUND and BALANCE CARRIED FORWARD . £2,200,084 
DEPOSITS and CREDIT BALANCES as at 28th February, 1938 £39,298,450 


Governor: The Rt. Hon. LORD ELPHINSTONE, KT. Deputy Governor: THE LORD HENRY SCOTT 
J. W. MACFARLANE, Treasurer. 


Head Office: THE MOUND, EDINBURGH 


the GLASGOW, Chief Office: 2 Sr. Vincent Prace. James Craic, Manager. 
xis LONDON OFFICES: City Office— 30 Bisnopscate, E.C.2. A. BALLINGALL, Manager. 
Piccadilly Cireus Braneb—16/18 Piccapury, W. C. D. Atiison, Manager. 
263 Branches and Sub-Branches in Edinburgh, Glasgow, and ee Scotland 
Every description of British and Foreign Banking Business 


CAPITAL FULLY PAID - - - £2,400,000 





Head Office: Branches throughout 
EDINBURGH SCOTLAND 





| LONDON OFFICES: 37 Nicholas Lane, E.C.4, and 18/28 Regent Street, Piccadilly Circus, S.W.1 
| Every description of banking service undertaken, including Foreign Exchange, Trustee and Executry business. 


THE BRITISH LINEN BANK 


Incorporated by Royal Charter 1746 









LONDON OFFICES: 


City Office - - . 38 Threadneedie Street, E.C.2 


West End Branch - - 198 Piccadilly, W.1 
where accounts may be opened on usual London terms 


Head Office: 38 St. Andrew Square, Edinburgh 
Over 210 Branches throughout Scotland — 











| 
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One Hundred and Seventh Annual Statement 


The Bank of Nova Scotia 











Capital Paid Up Reserve Fund 
$12,000,000 $24,000,000 
PROFIT AND LOSS 
Balance December 31st, 1937 ...........0..csssssssesessescscnccsnsecsecocccesecenecagucensensesseesecsesaneneegesesssessssseees $ 


Net profits for the year ending December 31st, 1938, after Dominion and Provincial taxes $535,878.10 








915,456.88 


and after making appropriations to Contingent Accounts out of which accounts full provision for 
Bad and Doubtful Debts has been made .............cccccccccececesecccccneeeeeeeeeseeeeeeeeeseeeeeeeeneeeeeeeeeenees 1,980,769.91 
e $ 2,896,296. 79 
Dividends Nos. 273, 274, 275 and 276 at 3% per quarter .....0..ccesececsseeecesneerseressseeeeneneneneesensnanes 1,440,000.00 
Contribution to Officers’ Pension Fund ..............cccseesesereecseceeennennnsesseceseenessnsesessenseneseeseseassaesnans 185,000.00 
Written Off Bamk Premises...........0sssscsecseceseseeeesscneeenceccecscececnnensensececeumanserscessscecenaasenseseanaeeneans 250,000 .00 
Balance carried forward December 31st, 1938 ............c.ccccececeeccenenteeseeerenenesereenceceesecsenseuseneanseaes 1,021,226.79 
$ 2,896,226.79 
GENERAL STATEMENT AS AT DECEMBER 3ist, 1938 
LIABILITIES 
Capital paid ap. .....c...-sccccccsscescccscccscccccccccsscccscsccccccesccccccscsceccestecsseascssconseasesene $ 12,000,000 .00 
posablosapesononboceosnenséocossosnonenennccenenepeeseccecnsoceseconcotesscoccossccososensirenens 24,000,000 .00 
Dividends declared and umpaid ...........cccccccsccssscseeccccescneccccerencenceeeeeesaseenancseneness 360,976 .05 
Balance of profits, as per profit amd 1oSS aCCOUNE.........s.cceececseceeeecereeteecsenenseneneres __1,021,226.79 
Salat INI Sa ialciisecididaadiibeatttcet eceesceigstaase eecseoregrsencayeeaemamaiiiol $ 8,674,590.70 * 97,982,202.84 
Deposits by and balances due to Dominion Government................+. $ 675,191.34 
Deposits by and balances due to provincial governments ................++ 2,146,511 .54 
Deposits by the public not bearing interest ...................sceseeeeeeeees 69,237,864 .81 
Deposits by the public bearing interest, including interest accrued to 
Gabe CE SUP bis ic cid be oi tide heidi tikes cov githcadiceciadstadeedhesssinbee 181,231,486.43 253 291,054.12 
$261,965,593 . 82 
Deposits by and balances due to other chartered banks in Camada...............ss00++-s+++ 2,194,164.09 
Deposits by and balances due to banks and banking correspondents in the United 
_Kimgdom and foreign countries ..............::se-ssscsnenssnsnsenescneeeseeseneesaneenensennecenes 2,303,206. 86 
Bills payable errr eer irri titre rt Serer err err errrrre rr err errr errr rere rr i rrr rr te 50,732.49 $266,513,697 .26 
Acceptances and letters of credit outstanding ...............cssscceseeesseeseeeeereenenecaneccenesseenssaneassuneasan ess 5,095,261 .83 
Liabilities to the public not included under the foregoing heads.............--ssesceeccseeeseeeneeseneceessaneetes 314,653.30 
ASSETS $309,305 ,815.23 
Gabd Deakd fe Came <ovscisnsiccccesccgnesesitgn dee stinscscciospccdbcacvcbhsdbodecdibcceibcobbedhosscciabesers $ 2,986.33 
wbsidiary colm held im Comptia oaj..c...65-.cdsccscichdanscetocceschepocesbvcccdstcccseanoococsacaeghe 343,505.90 
Cai Dake UII och sindicn cde She tdlins-ccdbncees sc Sth oun con chbsdbvies vopedabtpauestboosecsnccdod 2,121.42 
Subsidiary coin held elsewhere ...............cccseccoseccsscecevsscesssesccccvevssencecesessssevenesss 1,466,733 .21 
Dieta OE Ti BE GO. Gisele tah tis ccccavcnceccvevedcccccoccescsscossccccsoseseconssecessibeuaoan 897 .50 
re MS UI vind. nn, cis cc cinodnuabdboncesenvcnscdbediccocccrcevecdpocseccbesdasseneee 19,736,566. 44 
Notes of other chartered ‘Danks ....:..............sccsosccsscssovecsscosessccscsecedvecesssescsoncsers 373,524.25 
Government and bank notes other than Canadian ..........c...scccsseseseerererseeeeneeeeners 6,601,911.77 5 33 010,246.82 
Cipeqees 00 GUNN BIS once csccsssonseccnvcssossccocechshndaelitidie ianiehedibiinehecerssoseessousiveosisosseonsttes ves —-9,946,054.61 
Due by banks and banking correspondents elsewhere than in Camada.............csscssseceerereeeceeneneeeeses 11,852,912.32 


Genet Ole WE ete eed et ns 
Other Dominion and provincial government direct and guaranteed securities not exceeding market value 
Canadian municipal securities, not exceeding market value 


SSSR SRO ES ERE EEE S HEHEHE EEHEEH HEHEHE RESET HHH E HEE RETEST 


exceeding thirty days) loans elsewhere than in Canada on stocks, debentures, bonds 
ond thor sseuiitien ofa: aetiaienh qchatabia waban tn nenoe ea oe dks ae hansal einen seneane 


SPOT E PSST TOOT HEHE SHEE ESE SESE EHH ETE e ESET EEE EEE EESE SEE SESES EEE EEE EES 
SOHO SOR SHAT HESS TEESE FESS H TESTES EES 
SOSH TSC SESE EEE EEE EEE SESE HE EEE EE EEE ESHEETS EEE HE TEE 

See eee eee eT Hee RT HEH ESE REET EEES 

POR e EPO eee OEE HEE EEO E TORE REESE EOE EH ESESE SEES SEE ES ESTE ESES ESE HE HERES EEEEEE 

CORSO OEE HERES EEE EEE EEE HEHEHE HEHSEEE ERSTE EEO EOS 


SOOO Rete eee eee ee REE ETERS EEHEH TEESE 


PTETEEIELITIST LTTE ee 


Liuitep, 


Printed in Great Britain 


§54,809,219.75 


29,020,715.12 
70,792,695.77 
12,877,157.71 

936,296.28 





t by Eyre anp he 2 io we E.CA. Published by , Office 
Tur Economist Newspaper, Lrp., at 8 Bouverie St, Plont St, Che Serene eat te eee Enh soon erat Seater at the New York, N.Y.» Post 








